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ORDER-INVOICE SYSTEM 
Saves $12,000 A Year 
Cuts employee turnover 


to minimum 
Paint Sprayer Mfr.* 


PURCHASE-RECEIVING 
SYSTEM 


Saves time, $50,000 Yearly 
Aircraft Mfgr.* 


PRETTIEST PROFIT 
PICTURES you've ever 
seen... thanks to 


DITTO. 


One-Writing Systems i 


Investigate the DITTO one-writing 
systems for your company and soon 
you will stop pouring profits into paper 
work. 

With the DITTO principle you write 
one master copy and reproduce all other 
copies from it. Eliminates retyping, 
proofreading, human errors. Cut pay- 
rolls. Make as few or as many copies as 
you want (cut stationery costs) of 
almost anything you want (no printer 
to pay). 

Get profits in your pocket. Check 
the coupon for the system that most 
interests you. 


*Write for these cost and efficiency studies or in 
others in your field. 


PARTS ASSEMBLY SYSTEM 


Eliminates Errors 
Saves $8,190 Yearly 


Dictating Machine Mfr.* 


DITTO METHOD EASILY SOLVES 


COMPLICATED AUTOMOBILE 
POLICY ISSUANCE SYSTEM 
Saves $108,500 Annually 


Insurance Co.* 


ee 


Gentlemen: 


Please send me information on the DITTO 
one-writing systems for 
Order-invoice 0 Back Orders 0 Acct’s Rec. O 
Pencil Orders O Parts Assembly 0 
Production Orders ~— Purchase Receiving 0 
PayrollO Insurance OO Hospitals O 
Consumer Loan 0 
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NAME 
ADDRESS 


CITY STATE 


DITTO, INC., 2231 W. Harrison St., Chicago, 12, Ill. 
in Canada: DITIO of Canada, Ltd., Toronto, Ontario a 
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How IAS training 


meets individual needs 





Each IAS training program is “‘tailored to fit’ the 
needs of the individual. This is accomplished through 
the IAS elective plan embracing 250 comprehensive 
study assignments, covering a wide range of account- 


ing and management subjects. 


e After general accounting principles have been mas- 
tered, each IAS Diploma Course student selects from 
14 electives those leading to his specific training ob- 
jective. The electives currently available (with the num- 
ber of comprehensive study assignments indicated) are: 


Basic Auditing (10) 

Public Auditing (20) 
Internal Auditing (20) 
Basic Cost Accounting (10) 
Advanced Cost Accounting (20) 
Corporation Accounting (10) 
Financial Analysis (10) 
Business Statistics (10) 
Management Control (20) 
Economics (10) 

Office Management (30) 
Accounting Law (10) 
Federal Income Tax (10) 
CPA Coaching (20) 


@ With this broad curriculum at his command, each 
IAS student can study first those subjects needed im- 
mediately and can then broaden his knowledge of 
accounting and management through study of addi- 





The school’s 24-page catalogue, tional electives. . 


1954 edition, is available free 
upon request. Address your card 


or letter to the Secretary, IAS.... INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD ¢ CHICAGO 6, ILLINOIS 





WE MAKE HASTE 


Carefully 


CONTRADICTORY? 
... NOT A BIT, WHEN Yose 
Kaout THE AMERICAN 


LITHOFOLD STANDARD OF 
QUALITY 


Every minute detail from planning to 
the finished form, is vigilantly 'Moth- 
ered" when American Lithofold is 
handling YOUR order. 

The finest raw materials, PLUS the su- 
perb craftsmanship and Job-Knowledge 
of our Plant personnel go into each 
order being processed. 

YOUR form is machine-tested to assure 
WORKABILITY, ACCURACY and con- 
sistently excellent performance on all 
fully automatic machines. 

And a sharp eye is kept on DELIVERY 
promises too. Our pride in product- 
quality is only equalled by our pride 
in Service. So we can honestly say that 
we do ‘Make Haste Carefully." 

You get the BEST . . . the FASTEST, 
when you order your business forms 
from American Lithofold. 


LITHOSTRIP 

The Most. efficient 
continuous form ever 
devised. Carbon- 
leaved, it fits type- 
writers and all fully 
automatic machines 
such as, teletypes 
and tabulators. 


LITHOFOLD 


For large volume 
form work on Fanfold 
machines. Ideal, 
where mass, single- 
purpose forms (such 
as bills of lading) 
are required. 


LITHOSET 


Carbon leaved. Easy 
to insert, easy to de- 
leave. Available in 
all sizes, pre-punched 
to planned" specifi- 
cations. 








We have several NEW products that 
will insure NEW procedure econo- 
mies in your operation. . . ‘Secret 
Spot" . . "Eazy Read" and ‘'Lith- 
stik'’. Write for samples or ask our 
Representative about them. 








TEST THEM YOURSELF 
WRITE FOR FREE SAMPLES 


AMERICAN 
LITHOFOLD 
CORPORATION 
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FEDERAL TAX REPORTS 


New law? Old law? Speed? Accuracy? Con- 
venience? Completeness? Whatever the need, 
whatever the question—if it involves federal taxes 
for revenue, the accepted reporter of the federal 
tax specialist, the first choice of the man “who 
must have everything” is Standard Federal Tax 
Reports. 

Whether they represent the tax payer or tax 
collector, on whichever side of the tax fence they 
stand—Tax Men all endorse “Standard Reports” 
in use, collect real dividends from the breadth of 
coverage, official and explanatory, the depend- 
ability, and the down-to-earth practical values 
which characterize the “Standard.” 

For the “Standard Reports” subscription plan 
brings subscribers up to date immediately and 
keeps them up to date continuously. The swift, 
detailed, informative weekly issues blanket the 
field of federal taxation most important to busi- 
ness and its tax counsel—reporting week by week 
the latest development in pertinent law or regu- 
lation, interpretation of ruling or court decision 
—the newest return, report or form—all enriched 
and illuminated by editorial sidelights, clear, 
helpful examples, and plain English explanations. 

Thus, Standard Federal Tax Reports subscribers 
always have the facts, always know just what to 
do — why and how to do it! 


Write for Complete Details 


COMMERCE. CLEARING. HOUSE, INC. 


PUBLISHERS Sf TOPICAL LAW REPORTS 
a 


NEW YORK 36 CHICAGO 1 WASHINGTON 4 
522 FIFTH AVE. 214 N. MICHIGAN AVE. 1329 E STREET, N. W. 





“THEORETICAL 


Editors, THE CONTROLLER: 


Professor Eisner should be commended 
for his efforts to clarify his article in the 
November 1953 issue of THE CON- 
TROLLER. Apparently he was surprised by 
the vigorous objections voiced by a number 
of writers which were printed in the Janu- 
ary 1954 issue of THE CONTROLLER. 

It seems doubtful whether his explana- 
tions! in the May issue of THE CON- 
TROLLER will change the position of these 
critics for his point of view and his argu- 
ments are those of a theoretical economist. 
The problem which he discusses is famil- 
iar to economists and would be well fitted 
for exploration by a graduate seminar in 
economics. His technique of constructing 


ECONOMIST” 


an abstract model is customary among 
economists and particularly among stu- 
dents of econometrics for the purpose of 
exploring correlations among a number of 
variables under strictly limited conditions.” 

But he follows a time-honored, though 
unjustified, practice by suddenly jumping 
from the theory into the broad arena of 
business policy and advancing sweeping 
conclusions which are based on results 
derived from his theoretical model such as 
the following: 

“Even in a period of rising prices it is 
very likely that most firms will find re- 
placement costs, correctly calculated, to 
be LESS than customary depreciation al- 
lowances.” 











Depreciation and 
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Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


Ford, Bacon & Davis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
LOS ANGELES 





Depletion Studies 








Such a sweeping statement is well de- 
signed to create a great deal of confusion. 
A good-sized book rather than a brief 
comment would be required to disentangle 
slowly and carefully the mix-up which 
the author has created quite unnecessarily 
and perhaps even unconsciously. 

Not only has he applied a terminology 
which is common in economic theory to 
the fields of accounting and management 
where it sounds strange and confusing, 
but he has also combined the analysis of 
several factors which, from a_ business 
viewpoint, need to be considered sepa- 
rately for the purpose of clarifying con- 
ditions which are already sufficiently com- 
plex. Depreciation is such a problem, re- 
placement cost is another, and the effects of 
growth must still be dealt with according 
to their own merits. 

Certainly, there is a connection between 
depreciation allowances and replacement 
requirements in the mind of the business- 
man although accountants refuse to take it 
into consideration and classify it as a 
purely managerial problem. There are nu- 
merous concepts of depreciation which 
will have to be analyzed for their signifi- 
cance in relation to the problem of pe gra 
ment costs. There is the question of cash 
flow versus income determination which 
has a bearing on that relationship. And 
then we have the possible effects of growth 
on managerial paliciés and decisions. They 
have hardly anything to do with depreci- 
ation allowances and not much with re- 
placement costs. For these have to be con- 
sidered with a view of maintaining rather 
than expanding the market position of an 
enterprise. These few random samples will 
provide some idea of the complexity of a 
situation which Professor Eisner expects 





Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles appearing within 
our pages. Letters will be welcomed 
for inclusion on this page and must 
bear the writer’s signature and ad- 
dress (which will be withheld if so 
requested). The Editors 





to handle with a few simple equations or 
their counterpart in simple language. 
Professor Eisner now denies that he 
considers depreciation allowances to be 
adequate. He now says that this question 
of adequacy is one of general economic 
policy. But how does this position tie in 
with his basic statement quoted above that 


*“Depreciation Allowances and Replace- 
ments Restated.” 

* For a comprehensive analysis of those limi- 
tations, see ““A Note on Depreciation, Replace- 
ment and Growth” by Eric Schiff of the Ma- 
chinery and Allied Products Institute Research 
Staff in Review of Economics and Statistics, 
February 1954, 
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A “Giant Brain” 
that’s Strictly Business 


IBM’s new 702 Electronic Data Processing 
Machine brings to the accounting and 
record-keeping problems of business the 
speed and capacity of giant scientific 
computers. 

It can absorb millions of facts and figures 
on its magnetic tapes (shown here), process 
this vast quantity of data, and turn out the 
results in the form you need. Payrolls, bill- 
ing, manufacturing and inventory control, 
cost allocation, manpower scheduling, fiscal 
accounting —all the complex operations of 
modern business—are performed at high 
speed. 

This is business automation at its highest 
development. 


International Business Machines 
590 Madison Avenue, New York 22, N. Y. 


World’s Leading Producer of 
Electronic Accounting Machines 
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AND THE ACCOUNTANT 
by Paul Kircher 


DIRECT COSTING 
by W. B. Wright 


%e RETURN ON INVESTMENT 
by Thomas H. Casson 





depreciation allowances exceed replace- 
ment costs ¢ 

He also denies that he correlates orig- 
inal costs with replacement costs. But total 
depreciation equals original cost by defi- 
nition. Any statement as to the adequacy 
of depreciation allowances in relation to 
replacement cost must assume such a cor- 
relation in order to have any meaning at 
all. 

It is most surprising that Professor Eis- 
ner does not accept the fundamental prop- 
osition of economics that income is only 
the excess over the cost of maintaining the 
existing capital when he says that this 
maintenance refers to value terms rather 
than to physical terms. The question arises 
as to value in terms of what? Accountants 
refer to value in terms of historical dollars 
and it is this position which has led to the 
tremendous underdepreciation of facilities 
during the last decade which has been 
emphasized repeatedly by experts from 
industry. Economists have joined them in 
criticizing the present accounting practices. 
Professor Eisner’s position on this basic 
point is obscure and remains to be clarified. 

It may be hoped that Professor Eisner 
will review and revise his argument with 
the help of a more realistic model. Then 
he may be able to reach conclusions which 
will be really useful to business managers 
and leaders of economic policy alike. 

The importance of the present argument 
goes far beyond the more limited issue at 


THE CONTROLLER 


Forthcoming Features 


IN THE CONTROLLER 


%& THE GAP BETWEEN THE ELECTRONICS ENGINEER 


¥%& BETTER MANAGEMENT CONTROLS THROUGH 





stake. For the growth of operations re- 
search techniques has placed the develop- 
ment of models in the center of manage- 
rial policies. Unless utmost care is 
exercised in the construction of those mod- 
els and all the pertinent factors are care- 
fully evaluated in advance, the expected 
advantages will fail to materialize. 


ERNEST H. WEINWURM 
Associate Professor 

Industriai Engineering 

Stevens Institute of Technology 
Hoboken, N. J. 


FILING SYSTEMS 
Editors, THE CONTROLLER: 

We are anxious to organize a satisfac- 
tory filing system for copies of THE CON- 
TROLLER so we may easily refer to them. 
If you have any special binders we could 
purchase from you which would fulfill our 
filing needs, would you please send us the 
necessary information ? 


i, J. DORAN, Manager 

Systems and Procedures Department 
Mead Johnson & Company 
Evansville, Ind. 


We regret we do not have a special binder 
to offer our readers. However our own ref- 
erence copies are bound at the end of each 
year by J. Meyer, Bookbinders, 571 Wash- 
ington Avenue, Belleville 9, N. J. for ap- 
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proximately $5.00 for each volume of 12 
issues. You might contact them. Also our 
copies of publications to which we subscribe 
or have exchange subscriptions are kept in 
our library in pamphlet boxes made by Gay- 
lord Bros., P.O. Drawer 61, Syracuse, N.Y. 
Also if your company has microfilm facili- 
ties we offer microfilm editions at the year- 
end (@ $1.65 per film of 12 issues limited 
to those who have received the paper issues. 
—The Editors 


OBJECTIVE ACCOUNTING 


Editors, THE CONTROLLER: 

Thanks for sending us the extra copy 
of the April issue of THE CONTROLLER. 
This issue carries E. Stewart Freeman's 
review of my father’s book “Objective Ac- 
counting—A Problem of Communica- 
tion.” 

We feel that Mr. Freeman did a fine 
job of reviewing the book and we are es- 
pecially pleased to find the review in a 
high-calibre publication like THE Con- 
TROLLER. 

It may interest you to know that our 
application of the ideas in “Objective Ac- 
counting’ has reduced our accounting 
costs by some $200,000 a year and, in ad- 
dition, we're getting far more useful re- 
ports. 

C. ALLAN BRAUN 


C. F. Braun & Co. 
Alhambra, Calif. 


In Washington: 
Blend Pleasure 
with 
your Business 


Business and pleasure r 
ly at the Sherato 

Vig ey- lel basslet te >T 
Creek Park on 

town Washington 


relax while you we 


SHERATON 
Park Hote 


CONNECTICUT AVENUE 
AT WOODLEY ROAD, N.W. 


Washington 8, D. C. 


Formerly the 
WARDMAN 

















How to pick the Adding Machine 


that’s right for you! 


and unprejudiced help in making your selection 
is the Man from Monroe. For the key to this or 
any figuring problem lies not only in the un- 
equalled breadth and excellence of his line of 
machines but in the skill and experience he offers, 


Full keyboard or 10-key? Businessmen differ, and 
with good reason... there’s no simple answer. 
The type for you is the one exactly suited to your 
work and your business. Monroe has both! So 
the one person to give you intelligent, honest, 


For instance, has anyone else ever based his recommendation on your figure 
work rather than his machine? Well, here are a few... but only a few... 
of the guides the Man from Monroe might suggest: 


A 10-KEY USUALLY DOES THE JOB BETTER: A FULL KEYBOARD USUALLY DOES THE JOB BETTER: 





1. When figures of more than 
five digits are involved; 


2. When numbers are being 
called orally by another person; 


3. When figures must be taken 
from separate sheets of paper. 





1. When digits can be sighted 
easily at a glance (the telephone 
company says that's five); 

2. When you want to train be- 


ginners faster; 


3. When figures follow a pattern 
that can best utilize Monroe's 
“Rhythm-add” System. 


MONROE CALCULATING - ADDING - ACCOUNTING MACHINES 


Monroe Calculating Machine Company, Inc., General Offices: Orange, New Jersey 
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A Full-Size, Fully Automatic Accounting Machine 
... at a New Low Cost 


Now, at a price lower than ever be- 
fore, you can enjoy the advantages 
of the famed Burroughs Sensimatic. 
The new thrifty ‘50’”’ Sensimatic 
is a full-size, fully automatic account- 
ing machine priced within the reach 
of any business. 


With the Sensimatic ‘‘50”’ you save 
substantially on the original price 
. . . again on the cost of ledger and 
statement forms... . ‘and. again 
through the fast, accurate opera- 
tion of the machine. And it’s so easy 
to operate that even a beginner can 
quickly become expert. 


See this all-new thrifty “50” today. 
Just call your Burroughs branch 
office, or write direct to Burroughs 
Corporation, Detroit 32, Michigan. 





| Burroughs 















Of Three Score and Five 


Fixed retirement ages are “unprofitable for the employer, 
frustrating for the employed, and eventually disastrous to 
the national economy,” according to the American Medical 
Association's Journal, which pointed out in a recent edi- 
torial that companies should set up panels to decide which 
employes to retire, which to keep on the job, and which to 
shift to new duties. 

“Although some workers become inefficient at 65 or 
younger, a fixed retirement age works a hardship on the 
productive majority along with the unproductive minority,” 
it said. 

A major reason for a change in retirement policies, the 
Journal said, is that “the gap between retirement and death 
is widening.” 

In 1900, employes died two and one half years after re- 
tirement. The average today is five years, partly because of 
fixed retirement policies and partly because of medical ad- 
vances. Moreover, the Journal said, many employes make 
up for failing strength and speed by greater skill, accuracy 
and reliability. 


Know Your Man 

Addressing a recent personnel conference of the Ameri- 
can Management Association, Dr. Robert Foster of the Men- 
ninger Foundation, Topeka, Kansas, stated that ‘if man- 
agement wants a man to be a loyal, efficient and happy 
worker, it must take into consideration his family and com- 
munity life, with their various problems.” 

The mental health of industry's employes, and their effi- 
ciency, can be promoted by a favorable environment, de- 
clared another speaker, Dr. William C. Menninger, secretary 
of the Menninger Foundation. 

A favorable environment, according to Dr. Menninger, 
includes: 


1. Good leadership 

2. A feeling of belonging (identity with his company, 
union, work group) 

3. Job knowledge and a sense of achievement from per- 
formance 

4. A sense of the individual’s personal worth and dignity 

5. Adequate two-way (not “top to bottom’’) communi- 
cation on a person-to-person basis whenever possible 

6. Knowledge of where to turn when a man has problems 
on the job or on the home front. 


Finally, the following words of caution by Dr. Weston 





La Barre, associate professor of Anthropology at Duke Uni- 
versity are worth noting: 


‘Management must not expect workers to accept the set 
values and the goals set by management. Nor must it assume 
that its values are the only values. To be truly objective, 
it would be wise for management to take a comparative point 
of view.” 


Corporate Aid to Education 

How are American corporations currently extending fi- 
nancial aid to higher education? 

To learn more about the background, a nation-wide study 
was recently undertaken by the Council for Financial Aid 
to Education, Inc., a nonprofit organization established re- 
cently by leading businessmen and educators, and headed by 
Frank W. Abrams, former chairman of the Board of Di- 
rectors of Standard Oil Company (New Jersey). 

Over 1,000 questionnaires have been mailed by the Coun- 
cil to manufacturers, selected banks, utilities and insurance 
companies. A companion survey is being made of college 
and university needs and development programs through a 
questionnaire being directed to more than 1,300 four-year 
degree granting institutions, both private and tax supported. 

We have reported in these pages previously (July 1953, 
p. 348) regarding the work of the Council for Financial Aid 
to Education, and hope to bring our readers news of further 
findings in this important area. 


Stones for Bread? 

Pushing tax reductions too far can expose the United 
States to the danger of renewed inflation—the equivalent 
of offering “‘stones instead of bread,” in the opinion of Dr. 
Harley Lutz, tax consultant to the National Association of 
Manufacturers. 

Capital formation is the key to future economic advance 
and to the maintenance of employment, production and in- 
come, he declares, and it would be a serious mistake to con- 
centrate tax reductions exclusively to bolster “the discredited 
purchasing power theory.” 

In a recently issued study of the NAM—'‘‘What Kind of 
Tax Reduction?”—Dr. Lutz emphasizes that taxation is a 
transfer of income from citizens to the Government and 
that, whether taxes go up or down, the total purchasing 
power for the economy as a whole does not necessarily 
change. 


Book Report 

Recently we happened across a copy of “How to Lie with 
Statistics’ by Darrell Huff published by W. W. Norton & 
Company, Inc., New York ($2.95). It is described as “a 
sort of primer in ways to use statistics to deceive.” 

We admit no further knowledge of the book (certainly 
not in public!) but mention it in passing as a service to our 
readers who wish to keep alert to those who may read the 
book and begin to practice its title. —PAUL HAASE 
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Are you tired of messy typing? 


{ 


Get the cleanest, neatest-looking 
letters you ever signed for only a 
penny a day. Just trade in your old 
typewriters at 5 years instead of 10 
for new Royal Standards. 





What do new Royal Standards give you? They 
increase typing production, turn out letters you'll 
be proud to sign, and memos and reports worthy 
of your business. 

They'll help raise office morale, too, and provide 
better employee relations—intangibles that are 
hard to define but mighty apparent when missing. 

Besides, Royals are the finest, most rugged pre- 
cision writing machines built. They take less time 
out for repairs, too. 

An added point is this: Royals are preferred 


21% to 1 in business by people who type. So, you’re 
providing your folks with the popular typewriter. 


It’s well worth while to turn in your old ma- 
chines at 5 years instead of 10. About a penny 
a day per machine is all it costs. Ask a Royal 
Representative to demonstrate the new Royal 
Standard and explain the penny-a-day story. 


Building — through business — for a better America! Support Junior Achievement 


te He’s listed in the 
YAL CALL YOUR ROYAL REPRESENTATIVE Classified Telephone 


Directory 











James C. Olson 


N MANY RESPECTS, incentive is the force 
that operates the mainspring of busi- 
ness. Psychologically, very few people are 
moved to physical or mental effort in busi- 
ness without the promise of some reward. 
The reward may be material as in the form 
of money, good working conditions, or 
other benefits; or it may be psychological 
-—attainment of more influence, respect, 
authority or prestige, or perhaps just the 
assurance of an “‘interesting”’ job. The first 
of these—material rewards—is a most 
powerful stimulant toward better perform- 
ance and thus the attainment of company 
objectives. 

The scarcity of outstanding executive 
talent and the active market that exists for 
it have been the principal concerns of top 
business statesmen and the subject of 
many discussions and much published ma- 
terial. Executive compensation is a sub- 
ject of vital current interest. In the last 
couple of years, Fortune, Business Week, 
and Harvard Business Review, to name a 
few magazines, have each carried more 
than one article on executive compensa- 
tion. Other business magazines have 
chosen it as one of their favorite topics. 
Executive compensation stories in news- 
papers have covered such diverse aspects 
as stockholder’s law suits against com- 
pany management, new tax gimmicks, in- 
flationary effects on take-home pay and so 
on. Executives are encountering it both 
as recipients under their company com- 
pensation plans and at times as officers re- 
sponsible for devising, administering or 
accounting for such plans. 

The problem of turnover among execu- 
tives is also a serious one and ways must 
be found to combat it. 

Last summer the Service Research De- 
partment of Booz, Allen & Hamilton con- 
ducted a study of executive turnover. It 
applied to the executive team the same 
tools of analysis (separation rates and ac- 
cession rates) that have long been applied 


EXECUTIVE COMPENSATION: 


An Effective Management Instrument 


to the labor force. It was found that sepa- 
ration rates for industry as a whole had 
increased from 6.5% in five prewar years 
to 8.4% in the same number of postwar 
years. 

A systematic compensation plan is at 
least one of the answers. An organization 
with a soundly conceived plan tends to 
attract capable management and renders 
present management less vulnerable to 
competitive bidding. A bird's-eye view of 
this broad field and a suggested systematic 
approach for individual companies can be 
presented in terms of (1) its function in 
management; (2) its tools; and (3) steps 
for developing a plan. 


ITS FUNCTION IN MANAGEMENT 


Regardless of the nature and organiza- 
tion of a company, sound executive com- 
pensation can help a company derive a 
pees by providing performance incentive, 

y attracting and holding competent ex- 
ecutive talent, and by reducing costs. Al- 
though the basis for judging results is 
different, these functions of executive com- 
pensation also operate in nonprofit insti- 
tutions and government organizations. 


JAMES C. OLSON, a graduate of Wittenberg College and 
the Harvard Graduate School of Business Administration, 
taught three years at Wittenberg before joining Booz, 
Allen & Hamilton in 1936. He has been a partner in the 
firm since 1940. In handling assignments for more than 
100 clients during the past 18 years, Mr. Olson has had 
substantial experience in the field of compensation, A 
year ago he was a member of a team sent by our present 
Administration to make an evaluation of the Mutual Aid 
Program in Greece and to recommend its future course. 
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It is the job of top management to do 
courageous, creative forward-looking plan- 
ning for its company. Management should 
set objectives for the company and for each 
of its major divisions, establish policies, 
formulate programs, require adherence 
thereto, select key personnel, appraise 
their performance and award or withhold 
in line with performance. Those closely 
interrelated functions comprise the main- 
spring of a business. The spirit of chal- 
lenge, the requiring approach, and the in- 
tensity with which this total job is done 
determine the level of performance of 
executives and the amount of company 
progress that will be made. 

There was a time when executive com- 
pensation plans were very simple. Most 
of them consisted of just one element 
base salary. Some plans had a pension in 
addition, and a very few had a bonus, 
often paid on a purely paternalistic judg- 
ment basis and as a Christmas or year-end 
gift. The growth in size of business units, 
the advent of substantial taxes—both cor- 
porate and individual and the increased 
emphasis upon individual security, plus 
certain other factors, have caused execu- 
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tive compensation plans to become more 
complex. 

Two years ago, a survey of the compen- 
sation systems of 164 prominent com- 
panies was made in order to determine 
whether or not these companies were using 
more complicated plans. It was found that, 
whereas 12% of these companies used 
only one element of compensation, i.c., 
base salary, in 1949, only 8% of the com- 
panies were using just one element at the 
end of 1951. Whereas in 1949, 45% used 
two types of compensation, only 37% 
were using two types in the later year. 
Finally, there was an increase from 37% 
to 40% in the number of companies em- 
ploying three types and an increase from 
6% to 15% in the number that used plans 
involving a blending of four types. It 
does not matter here what particular types 
the companies were using. The point is 
that the trend has been away from simple 
compensation systems to more complex 
ones. These plans are called manifold 
compensation. 

American industry has found that a 
manifold compensation plan, which recog- 
nizes and takes advantage of the new fac- 
tors added to the business picture, is less 
costly in absolute amounts than would be 
meeting these new factors through sheer 
salary increases. And the savings effected 
by reducing turnover with its attendant 
recruiting expense, moving expense, learn- 
ing and getting-acquainted period ex- 
pense, etc., are additional. 

Thus executive compensation is not 
merely a device for moving pay from em- 
ployer to employe; it is an answer to a 
series of new complexities in the business 
climate. 





ITS TOOLS 

A manifold compensation plan might 
use any of many combinations of two or 
more of nine basic tools: 


. Base Salary 

Bonus 

. Stock Options 

. Stock Purchase Plans 

Stock Warrants 

. Deferred Salary Compensation 

. Pension Plans and Profit-sharing 
Trusts 
. Insurance 

9. Fringe benefits 
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Each of these nine tools accomplishes a 
slightly different purpose and may indeed 
operate in different ways depending on 
the company objectives, nature of the busi- 
ness, philosophy of management, past 
compensation practice, and desires of in- 
dividual executives. 


1. There are five purposes that the base 
salary should accomplish: 


a. Establish the value of each position 
as compared to all other salaried po- 
sitions. It must rank all positions in 
order of importance. 

. Place a proper monetary value on 
each position in order to establish 
a salary scale. 

-. Establish for each position an ap 
propriate salary range to provide 
within the confines of that job an 
opportunity to reward the individ- 
ual holding the position for im- 
proved performance. 

. Provide for a periodic review of in- 
dividual performance and the grant- 











“Our guest speaker has fallen asleep. The motion has been made, 
seconded and passed unanimously, that we don’t wake him up.” 
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ing of salary increases that will be 
commensurate with such perform- 
ance. 

e. Create a feeling of confidence in the 
fairness of pay for work done. 


In order to create such a salary system, 
it is necessary to appraise and evaluate 
each position and then compare these eval- 
uations so that each position may be placed 
in an equitable scale of compensation 
grades. A base salary curve for the range 
of the executive positions must be selected 
before determining the proper range for 
each individual position. Finally, there 
must be a performance-rating program 
that will evaluate the individual execu- 
tive’s performance in the position. 

The ‘job market’’ factor in setting these 
salaries is most important. All steps gone 
through so far would be to no avail if 
che salary figure were totally out of line 
with the salaries being paid by competi- 
tors. Therefore, it is from time to time 
necessary to make an industry salary survey 
to compare the pay of your executives, 
category by category and grade by grade, 
with those of a wide range of competi- 
tive and related companies. 

2. Bonus differs from salary in that it 
is a current or slightly deferred reward 
over and above salary paid for accomplish- 
ment that is considered above standard. 
The payments may be made either in cash 
or in stock, paid at year-end or deferred 
votil later years, and may be related to 
salary, a percentage of sales, net income, 
or the excess of some quota. 

When the bonus is related to profits, it 
may be called a ‘‘profit-sharing plan.” But 
in reality, profit sharing is only a means 
of deriving funds for the bonus. Profit 
sharing may also be used for deriving 
funds for pensions or stock purchases. A 
number of problems must be faced in 
using this bonus tool. 

First, you have to realize how many dif- 
ferent groups you may be forced to deal 
with and what their individual interests 
are. You will next have to determine what 
the total amount of the bonus will be—not 
the individual payments, but the “total 
pot” that is to be split. Is this to be a per- 
centage of net profits in excess of a per- 
centage return to capital ? Is it to be a per- 
centage of the dividends paid on stock ? Is 
it to be a pence of earnings per share 
on capital stock? Or, perhaps it should 
be based on two different percentages at 
the same time. 

Next, you will want to know how much 
discretion to grant an administering body 
in determining the total amount of the 
bonus. This problem is small compared 
to that of determining how much each 
individual will get from the total fund. 
You must decide who is to be eligible and 
perhaps have some method of evaluating 
services, possibly through merit rating. 

The method of payment is another 
problem. Should payment be deferred ? 
Should it be in cash, in stock, or in both? 





If it is a stock bonus, what kind of stock 
is to be awarded? How should the stock 
be evaluated ? 

3. The stock option as a particular tool 
of compensation has become very popular 
in the last few years. Here are some of the 
things you will have to consider if you 
want to use it. What will the option price 
be ? Is it to be set between 95% and 100% 
of fair market value? If so, the spread 
between option price and resale price is 
taxable as capital gain at the time of sale. 
Is it to be between 85% and 95% of fair 
market value? If so, the spread between 
option price and market price at either 
the time of resale or the time of purchase, 
whichever is lower, will be taxable at ordi- 
nary income rates. If you set the price be- 
low 85% of fair market, the option can- 
not qualify as a “‘restricted’’ one under 
the tax laws. 

In determining how much stock to op- 
tion you will have to give enough stock to 
provide incentive to the officers involved, 
and yet there is a maximum beyond which 
you cannot dilute the stockholder’s equity. 
The National Industrial Conference Board 
has found that 4% to 5% of total shares 
outstanding is most popular. The appor- 
tionment of shares to individuals is also 
important. Almost all plans specify that 
this will be left to the discretion of the 
Board of Directors, within limits. The 
limits are usually stated as a maximum 
number of shares or maximum percentage 
of total option shares which may be of- 
fered to any one person. 

There are two separate questions that 
will involve the time element. The first of 
these is the term of the plan, i.e., the 
length of time during which the Board of 
Directors might grant option privileges. 
Most plans specify five years. The other as- 
pect of the time limit is once the option 
is granted, how long does the individual 
have during which he might exercise it. 
One study shows a preference for 10-year 
options, but some time previous to that 
the NICB found five-year terms more fre- 
quent. 

Another question is whether to allow 
executives to buy their stock in install- 
ments, or whether they will be forced to 
buy the total shares in ‘one lump.’’ There 
is also some important legislation under 
consideration at this time which may affect 
the use of the option tool. 

4. Stock purchase plans, participation 
in which is usually optional, are those un- 
der which companies sell their stock to 
employes at given prices. The employe has 
little reason to buy stock from the cor- 
poration if it is available in the open mar- 
ket unless he is given some inducement 
such as lower price, long-term installment 
purchases with low interest, or a chance 
to pay for the stock out of dividends on 
stock being purchased. 

Pre-emptive rights of stockholders must 
be considered and it is necessary to deter- 
mine how much stock is to be offered, who 
will be eligible to purchase it and whether 
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“When | worked in Washington that was ‘outgoing’!”’ 


or not to protect employes against a fall in 
price. The selling price of the stock— 
whether market price, above market price, 
or below market price—is a difficult prob- 
lem. Among other things, it involves the 
decision of which market price to use—for 
instance, one firm uses an average price 
for one day and another averages 20 days. 
Finally, the figuring of participation is an 
important question. Employes may par- 
ticipate in proportion to salary or with- 
out regard to salary. Sometimes a commit- 
tee allots the number of shares and in 
other cases there is a maximum limit. 

5. Stock warrants are also option rights 
to purchase a given quantity of stock from 
the company at a specific price and usually 
within a specified time. There is no clear- 
cut definition here, but in general they 
differ from options already discussed in 
that the rights themselves are frequently 
transferable by the executive and he may 
make a profit without actually purchas- 
ing and reselling the stock. Prior to Febru- 
ary 1953, warrants probably would have 
been treated in much the same way as un- 
restricted stock options, any gain being 
considered ordinary income. However, at 
that time, the Federal Tax Court, ruled 
that the profit in one such case should be 
taxed at capital gain rates. 

6. A deferred salary plan is one under 
which parts of what might be considered 
current pay are deferred until a later date 
(usually until retirement) in return for 
certain contingent actions by the execu- 
tive. This differs from the pension type 
plan since the latter provides for payment 
without regard to contingent actions by 
the executive after retirement. The ob- 
jective accomplished by deferred pay con- 
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tracts is very similar to those accomplished 
by a deferred bonus distribution plan. Tax 
advantages are obvious and the company 
does retain some good talent in this way. 
However, since the plans are subject to 
severe scrutiny by the Treasury, and be- 
cause there are no clear-cut legal princi- 
ples, they should be used with care. 

A company considering a deferred pay 
plan must decide between installment 
versus lump sum payment, as each has its 
own pros and cons. It might also relate 
such plan to any existing pension plan. 
The payments have been found to range 
from $10,000 to $75,000 a year and un- 
der some plans, payments are flexible and 
adjustable to cost of living. A very im- 
portant part of these plans would be the 
contingency. In order to qualify for tax 
benefits, it is almost certain that the execu- 
tive must be tied to a contingency after re- 
tirement. Consulting service is the most 
frequent and some companies have speci- 
fied that the executive refrain from com- 
petitive activity. 

7. A pension plan is one under which 
the employer agrees to make definite non- 
contingent payments or payment to an 
employe after retirement. Most profit-shar- 
ing trusts are a variation of the pension, 
differing only in the manner of procur- 
ing funds. In order to receive tax benefits, 
the pensions must be qualified under the 
Internal Revenue Code. There are a num- 
ber of conditions that the plan must meet, 
of which one of the most important is that 
the plan must not discriminate in favor of 
officers or supervisory or highly compen- 
sated personnel. 

A funded pension is one under which 
the obligation is provided for during the 
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working years of the employe. Present 
amounts set aside are actuarially deter- 
mined. Funds set aside may be invested in 
a trust fund set up by a bank, in an in- 
surance group-annuity contract, in indi- 
vidual insurance contracts, or in a trust 
fund set up by the company to manage its 
fund exclusively. An alternative is to have 
the payment to retired employes made 
from current earnings at the time of retire- 
ment (this is still different from a deferred 
pay contract). 

While the plan may be contributory or 
noncontributory, a study by the Bankers 
Trust Company shows a definite trend to- 
ward contributory type plans, and most of 
these relate employe contributions to the 
rate of accruing future benefits. If the 
funds are to be derived through a profit- 
sharing trust, then, other than meeting 
general requirements of the Internal Reve- 
nue Code, it is necessary to conform to 
certain Treasury regulations. 

In addition to these problems, there are 
others requiring a detailed study. At what 
age should employes retire? What is an 
adequate pension ? Should there be disabil- 
ity provisions? Should the employe have 
vested rights in company contributions ? 
Which employes should be covered in the 
plan? Should there be a maximum pen- 
sion? How can “‘past service benefits” be 
paid when the plan is set up? 

8. Insurance may be used in various 
ways to compensate executives. For in- 
stance, the company can carry insurance 
on an executive in order to pay the pro- 
ceeds to his dependents at the time of his 
death. The company might also carry in- 
surance, with proceeds paid to itself, in 
order to set up a retirement fund for the 
individual executive. Or payments under a 
deferred pay contract could be derived 











from an endowment policy. Another use 
of insurance would be to purchase the 
stock owned by an executive, thus provid- 
ing cash, rather than securities, to his 
beneficiaries. 

The tax consideration in using insur- 
ance might be very important to some 
companies. Generally, the executive will 
be taxed for income received in the form 
of the premium payment at the time the 
premium is made unless the policy is car- 
ried strictly for the purpose of indemnify- 
ing the company for loss of a key execu- 
tive. Moreover, the use of an individual 
insurance policy for retirement of a par- 
ticular executive may be a rather expensive 
type of pension arrangement for this same 
reason. 

9. At the present time, the Bureau of 
Internal Revenue is taking an increasing 
interest in the matter of indirect bene fits,* 
and one should make certain that they are 
necessary to the proper functioning of the 
executive if there is to be smooth sailing 
tax-wise. In addition to expense accounts, 
fringe benefits can include: establishment 
of health resorts for use by employes, sale 
of company products at a discount, com- 
pany-owned homes rented to employes, 
company maintenance crews provided for 
maintenance of home at cost, company 
loans to employes at low cost, company- 
paid medical check-ups, company-paid ed- 
ucational benefits—tuition or leaves of ab- 
sence, cost of social clubs and golf clubs 
when used for business purposes. 


STEPS TOWARD DEVELOPING A 
PLAN FOR THE COMPANY 

Individual company conditions influ- 
ence the use of available tools so greatly 
that it is impossible to set down a sug- 


“There now, you don’t notice it so much 
since | let the air out of the other three.” 
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gested “general” plan. It is possible, how- 
ever, to enumerate a series of six steps that 
almost everyone considering a plan would 
have to go through. 

The first step is to define the specific ob- 
jective which the company hopes to reach 
with the compensation mechanism. 

The second step is to determine whether 
the compensation system is to be (1) tail- 
ored for specific individuals, (2) set up as 
a permanent fixture for a group of execu- 
tive positions, or (3) designed for a com- 
bination of these purposes. 

This is very important because the an- 
swers to these questions will determine 
whether or not the available tools are ap- 
plied to company objectives or to both 
company and individual objectives. As an 
example, a bonus may be the most gen- 
erally recommended method for achiev- 
ing incentive for greater profits. How- 
ever, one cannot make the unqualified 
statement that a cash or stock bonus pro- 
vides the most incentive in all cases, since 
some particular individuals may derive 
more incentive from an option or stock 
purchase arrangement. 

In many companies the only practical 
approach is to try to accomplish both pur- 
poses—design of a permanent system that 
will serve the company for many years 
and at the same time work within limits of 
the present individual executive's likes 
and dislikes. This does not necessarily in- 
volve compromising the long-range plan 
for one man’s whims, but rather should 
be a good indication of the situation pe- 
culiar to the industry and company. 

Third, translate objectives into specific 
tools. Fitting the tools to objectives will 
be a matter of blending together those 
which best fit the particular company and 
the individual executives. 

Next, judge the quality of the organi- 
zation framework. It will do little good to 
evaluate executive positions if the posi- 
tions themselves form a badly coordinated 
organization. 

The fifth step is to set the base salary 
house in order. Tacking on extra compen- 
sation is a poor way to rectify mistakes 
made in the base salary structure. 

Finally, consider what extra compensa- 
tion is needed. A good starting place is 
the pension. Of the leading companies in 
the nation, most have resorted to this tool 
as a holding mechanism. Then, consider a 
bonus based on current performance. 

Top management has the responsibility 
to devise a manifold compensation plan 
which not only pays each position accord- 
ing to its worth and its competitive mar- 
ket, but just as important, one which will 
give the company the most of that vital 
element we call incentive, give it continu- 
ity of management, and, at the same time, 
provide these things at lowest cost. 


* See Seymour S. Mintz, ‘The Relationship 
between Fringe Benefits and Taxation,’ THE 
CONTROLLER, May 1954, p. 218. 





“New Way” Pensions 


Claiborne H. Johnson 


= ARE now some 17,000 pension 
plans in existence, affecting about 15 
million Americans—50 million if their 
families are included. Many thousands of 
retired employes who have participated in 
pension plans are finding that their stand- 
ard of living has been reduced by the ris- 
ing cost of living. Millions of future pen- 
sioners, who are facing the same di- 
lemma, may be able to avert this crisis if 
they follow the gist of an unpublished ar- 
ticle written in June 1950 by Willard F. 
Stanley, who is now president of Corpor- 
ate Services, Inc., New York, a consulting 
firm serving utilities and industrial cor- 
porations. The original article stated in 
part: 


“What does the retiring worker really 
want for his lifetime? What he really 
wants are so many suits of clothes a year, 
x bottles of milk a week, a steak every so 
often, a house or apartment of a certain 
size and type and in a certain location, 
and so on. 

“That is what the pension dollars 
should be able to buy for him—those 
clothes, beefsteaks, houses, and every- 
thing else. But will they? The answer to 
that is ‘it’s a gamble whether they will or 
not.’ 

“What he can buy with the pension 
dollars when he gets them will be deter- 
mined by the price levels then existing. 
They may be high; they may be low. In 
any case, they are an unknown quantity. 

“Pensions, more than anything else, 
should be free from the element of gam- 
bling to the extent that it is humanly pos- 
sible to make them so. But because they 
are almost universally expressed in terms 
of fixed-dollar obligations, either directly 
by the pension trust or through group an- 
nuities purchased from insurance com- 
panies, this gamble remains inherent in 
practically every existing pension plan. 

“As to pensions of private corporations, 
the problem could be met, partially at 
least, by investing the pension funds in the 
common stock of American corporations, 
a selected list of which would constitute 
a cross section of the private enterprise 
system. True, this would entail some risk 
of decline in stock prices but this risk 
should be neutralized by the much larger 
income which the pension trust would 
derive from these investments as com- 
pared with the relatively low return on 
fixed-interest obligations. Each worker at 
retirement would have a definite number 


of shares earmarked for his pension and 
these shares could be sold in equal seg- 
ments annually over his actuarial life ex- 
pectancy and the proceeds could repre- 
sent his pension for each year. In some 
years the amount might be less and in 
others more, depending on market levels. 
This would not be a perfect answer to the 
problem. Stock prices do not rise in exact 
proportion to living costs but from a long- 
range standpoint they tend to follow the 
living cost index to a considerable degree, 
for high stock prices, like high living 
costs, usually exist in times of prosperity.” 


Pension plans usually guarantee a pen- 
sion equal to a specified percentage of ter- 
minal pay, such terminal pay being con- 
sidered the average for the five years pre- 
ceding normal retirement age. This type of 
plan tends to transfer the risk from the 
employe to both the employer and the em- 
ploye. If inflationary high prices result in 
high terminal wages, the company’s com- 
mitment is then substantially increased 
and the deficit in the pension fund must be 
made up in a brief period. On the other 
hand, if the inflation comes shortly after 
retirement, the employe gets his pension 
in devalued dollars and cannot maintain 
his standard of living at the level antici- 
pated. 

In considering the “New Way’ Pen- 
sion there has been a natural tendency to 
emphasize the revolutionary portion of 
the formula, that is, the substitution of 
proceeds of sale of a block (or unit) of 
stock for a fixed-dollar pension, and to ig- 


nore another phase of this type of plan 
which is also of importance. We refer here 
to the increase in income normally to be 
expected under the “New Way’’ type pen- 
sion because dividends on the stocks in- 
cluded in the stock “average,” represent- 
ing a cross section of American industry, 
should customarily be expected to yield a 
considerably higher rate than interest on 
sound fixed-dollar obligations of federal, 
state or municipal governments and of cor- 
porations. 

One leading insurance company is pres- 
ently allowing a rate of 21/,% on its group 
annuity contracts, this rate being after ex- 
penses of administration. Average sound, 
representative stocks probably today yield 
534%. Those more suitable for pension 
trust portfolios because of higher standing 
might be expected to yield 514%. From 
this there should probably be deducted for 
brokerage, supervision and administration 
of the pension trust, an aggregate of 14% 
in the case of relatively large pension 
funds—perhaps a little more where small 
amounts are involved. 

So a net yield of 5% on conservative in- 
vestments in diversified common stock 
equities is reasonable to expect at present. 
This is 234% (122%) higher than the 
rate allowed by the insurance company. 
Even with the somewhat higher current 
interest rates, if an investment of the funds 
of a pension trust in a selected assortment 
of high grade bonds would yield 314% 
with 14% expense, or 3% net, the net 
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rate from equities would still be 67% 
higher. Therefore, it seems reasonable to 
expect that over future years the net rate 
on the equities should exceed those on 
bonds by an average of something like 
50%. Perhaps 344% net on bonds and 
5% net on stocks might fairly approxi- 
mate the average results. 

Admittedly, these future yields on 
stocks and fixed-dollar obligations are im- 
possible to predict accurately. Nor is past 
history a sound measure for prediction. 
Conditions have changed since the turn of 
the century, when it was not uncommon 
for bonds to show a rate equal to or even 
exceeding the dividends on common 
stocks. However, at that time stocks were 
held almost solely by the wealthy and 
there was a greater proportion of specula- 
tion, so that there was not the demand for 
income that exists today. On the other 


hand, the demand for bonds from institu- 
tional sources was nowhere near the pro- 
portions of today. 

The foregoing demonstrates that the 
higher income obtainable from sound 
common stocks should be sufficient to in- 
crease materially the amount of the pen- 
sions with the same contributions. This 
margin of higher income should also per- 
form another function, namely to serve as 
a protection to the pensioner against those 
times when average stock prices have not 
yet caught up with rising commodity price 
levels, or when stock prices have tempo- 
rarily declined below the commodity price 
level. This protection would be afforded 
indirectly through creating a higher an- 
nual pension in dollars, so that regardless 
of purchasing power it would compare 
more favorably with the dollars of pension 
under a conventional bond type plan. 


Mr. Stanley, author of the unpublished article, was then 
financial vice president of Southwestern Public Service Com- 
pany, which had originated the so-called ‘“‘excess subscrip- 
tion’’ technique on stockholder offerings of additional shares 
of common stock and also originated the payment of com- 
pensation to investment dealers for assisting in obtaining 
and handling subscriptions from stockholders on such offer- 
ings. Business Week in its January 23, 1954 issue carried a 
story on the Southwestern Public Service Company's finan- 
cial management and its contributions to the field of cor- 
porate finance. Mr. Stanley, who copyrighted the “New 
Way’ pension formula on a comprehensive basis, is now 
negotiating for issuance of licenses under the copyright. 
Among the firms of actuaries and consultants who are co- 
operating with him in developing the “New Way” plan is 


Morss & Seal of New York. 


About the same time, in November 1951, Teachers Insur- 
ance and Annuity Association, a nonprofit organization, 
which operates the pension funds for faculties of American 
colleges, announced a similar plan. The January/February 
1952 issue of Harvard Business Review carried an article by 
Curtis Henderson, a New York attorney, who advocated a 


similar type of plan. 


The “‘pensions through stocks’’ idea has been brought to 
the attention of the reading public within the past year. The 
March 26, 1953 issue of Public Utility Fortnightly carried 
an article by Geoffrey Calvert, associated with Alexander & 
Alexander, pension consultants of New York, entitled “Tak- 
ing the Gamble Out of Pensions.” A subsequent issue of the 
same magazine contained a rebuttal of the Calvert article by 
George Jackson Eder entitled “Taking the Gamble Out of 
Pensions—Maybe.” Mr. Eder’s article stressed the uncer- 
tainties of stock prices and suggested a gradually rising scale 
of wage percentages for contributions to the pension plan as 
a means of mitigating the impact of rising prices toward the 
end of the pension accumulation period. In August 1953, 
Coronet published an article by its staff writer, Ralph Wal- 
lace, entitled “Pensions That Lick Inflation.”’ 
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PROS AND CONS OF COMMON 
STOCK INVESTMENTS 


The advantages of higher income from 
the common stock investments are not 
limited to the “New Way’’ pension, which 
is one reason why this angle has not been 
featured in previous discussions of that 
subject. Many of the trusteed pension 
plans have for a number of years been in- 
vesting a portion of the contributions 
(usually limited to between 5% and 
25%) in common stocks, and total pen- 
sion trust holdings of common stocks are 
believed to approximate $2 billion. But 
while the retiring pensioner may obtain a 
benefit therefrom in the form of a some- 
what larger pension, due to the higher in- 
come from the dividends received, the 
possibility of depreciation in market value 
of the common stock investments repre- 
sents an intangible risk which might out- 
weigh the increase in pension dollars from 
the higher income. 

If common stock investments are made 
under the conventional type plan there is 
no assurance to the employe that he will 
receive any of the benefits from apprecia- 
tion of the stock. While such pensions are 
supposed to be fixed in dollars regardless 
of the rise or fall in the value of the stock 
investments, a serious decline in the mar- 
ket might, conceivably, leave the fund 
without sufficient reserve to meet pension 
payments unless further contributions 
were made by the company, or unless there 
were to be a downward adjustment of the 
amount of the pensions. 

Under the “New Way’ pension the 
pensioner is entitled to the full benefits of 
appreciation of the common stock invest- 
ments. But he must, on the other hand, 
absorb any loss in dollars incident to de- 
preciation of the equity investment. How- 
ever, the reasonable expectation (based on 
financial history) is that the dollars of 
stock proceeds will keep step with the dol- 
lars of prices so that living standards can 
be maintained at all times at least as good 
as those under conventional type pension 
plans. Increased income from the stocks as 
compared with interest on the fixed-dollar 
investménts should form a margin of 
safety which makes this result possible. 

The ‘1%-2%-3%" treatment sug- 
gested by Mr. Eder in his article cannot as- 
sure either the credit stability of the cor- 
poration or the protection of the pensioner 
in times of inflation. It only tends to miti- 
gate the risks under certain conditions. If 
the inflation followed retirement this de- 
vice would not help the pensioner. If infla- 
tion happened to come in the early years of 
a particular employe’s service then the 
graduated scale would increase the devalu- 
ation factor if it were followed by defla- 
tion near retirement age and then inflation 
after retirement. 


(Continued on page 314) 
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Omlionals popular-priced bookkeeping machine 


that saves money for small or medium-size businesses 
eg _ 


Now every business, regardless of size 
(including branch offices), can enjoy the 
advantages of mechanized bookkeeping 
at its economical best. This new low-cost 
National will quickly pay for itself, then 
continue savings as increased annual profit. 
This National front-feed bookkeeping 
machine combines the most desirable auto- 
matic features of much _ higher-priced 
equipment with outstanding speed, sim- 
plicity and ease of operation. It will do 
most of your bookkeeping automatically 
. .. and what the machine does automati- 
cally the operator cannot do wrong! 


THE NATIONAL CASH REGISTER COMPANY, varron 9,on10 


Posting is so simple that anyone can 
learn to operate it in a few minutes. And 
it functions so easily and smoothly that 
operators like to use it. It enables them 
to accomplish more with much less effort. 
For example, Statement, Ledger and Jour- 
nal are all posted simultaneously. No cal- 
culations, no guesswork required—even 
totals print automatically. These. are only 
a few of the new machine’s advantages. 

And it’s instantly converted into a high- 
speed, Duplex Adding-Subtracting Ma- 
chine that does all kinds of general figure 
work quickly and efficiently. 


949 OFFICES IN 94 COUNTRIES 


You must see a demonstration to 
realize how this machine sets a new 
standard of performance never 
before attained in a bookkeeping 
machine at so low a price! See how 
it will save time and money on your 
work. Call your nearby National 
representative today! 


*TRADE MARK REG. U.S. PAT. OFF. 


Sational 
ACCOUNTING MACHINES 
ADDING MACHINES + CASH REGISTERS 
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Cost of living index for year 


A 


M 
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CONTRASTS IN CONVENTIONAL 
VS. “NEW WAY” PLANS 

For purposes of comparison of actual 
operations under the “New Way’’ plan as 
contrasted with the conventional fixed- 
dollar type plan there are shown in the 
tables, both accumulation and distribution 
of pensions under each type plan. Table I 
shows the accumulation of the “New 
Way” fund; Table II the accumulation of 
the conventional fund. In both tables 
there is assumed a contribution equal to 
7% of annual salary, which salary is pro- 
jected as follows: first there is assumed a 
salary of $300 per month in 1943 which 
is translated back to 1901 to reflect the dif- 


1903 


1902 


Legend 


TABLE I Assuming an employe 30 years old 
with $300 monthly salary ($3,600 per annum) in 
1943, said salary adjusted downward to reflect 
lower living cost index in 1901, and then ad- 
justed upward 4% per annum for each of 25 
years (1901 to 1925), or from age 30 to age 55 
(assuming no change thereafter to retirement 
at age 65), this increase reflecting wage raises 
due to greater skill and seniority regardless 
of living costs, then adjusted upward (or 
downward) each year for fluctuations in living 
costs; also assuming pension contribution is 
of wages (larger money figures series 
rounded to nearest dollars, for brevity of 
table; however, computations of shares pur- 
chased are based on complete figures including 
cents). 

TABLE II Accumulation of conventional type 
pension fund invested in fixed-dollar obliga- 
tions of the class used by life insurance com- 
panies. (Money figures rounded to nearest 
dollar for ease in setting table, although basic 
computations were carried through full cents.) 


79 70 


1904 1906 1907 1908 


1905 1909 


1910 


ference in the living cost index and be- 
come the starting salary that year; this sal- 
ary is then increased at the rate of 4% per 
annum for the next 25 years, or until the 
employe reaches age 55 in 1925, and then 
remains constant thereafter to retirement. 
Each year in the entire 35-year period is 
adjusted to reflect the rise or fall of living 
costs according to the U. S. Bureau of La- 
bor Statistics cost of living indices for 
moderate income families in large cities. 
The base period is 1935-1939 = 100 and 
the annual average of mid-month prices is 
used. 

The “New Way” fund is accumulated 
in terms of shares of stock (it being as- 


1911 1912 1913 1914 1915 





62.2 
$1,959 


56.4 


Annual Salary ($3,600 in $1,689 $1,708 
1943 at cost of living index 
of 123.6 in 1943, adjusted 


toc/1 index for each year) 


$118 $120 $137 


Annual Pension contribu- 
tion of 7% of annual salary 


(7% , Line ‘A) 


Average annua! price index 
of common stocks 


63.1 


Annual common stock yield 3.85 


% 

Income in dollars per share 
on common stocks based on 
% yield at price index for 
year (C X D) 

Shares of common stock ac- 
quired during year with 
annual 7% pension con- 
tribution (B +C) 


$2.43 


1.87 


Income on shares acquired 
during year with annual 
pension contribution—i.e., 
one-half income on annual 
basis (E X F) 

2 
Income on _ cumulative 
shares in fund at end of 
previous year (L of pre- 
vious year X E) 
Total income for year 
(G +H) 
Shares acquired each year 
out a for year 
(I + 
Total shares acquired each 
year (F + J) 
Cumulative shares in _ 
at end of each year (K + I 
of prior year) 
Cumulative pension con- 
tribution (Sum of B) 
Cumulative value -f fund 
at end of year (L X ¢ 


TABLE II 


A 


1901 


Annual pension contribu- $118 
tion (Line B, Table I) 
Annual interest yield % 4.55 4.58 
Interest on one-half cur- $3 $3 
rent year’s pension con- 
tribution (42A X B) 
Interest on cumulative 
fund end previous year 

(B X F of prior year) 


Total interest for year $3 $8 
(Cc +D) 


$12 


$15 


$121 $249 $401 


fund end of 


E +F of prior 


Cumulative 
year (A + 
year) 
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64.3 
$2,559 


64.3 
$2,461 


67.2 
$2,473 


63.6 
$2,253 


61.5 
$2,095 


61.5 
$2,014 


77.6 63.1 


3.96 5.38 


$3.07 


3.68 


21.30 24.54 


$82 $994 $1,166 $1,345 


$1,090 $1,112 $1,333 $1,919 


4.74 
$3 . $4 


$18 $66 


$21 $37 $48 $58 $70 


$563 $934 $1,155 $1,385 $1,634 


$2,810 


$3.64 


$1,542 


$2,136 


$1,913 


71.8 
$3,476 


72.5 
$3,650 


72.1 70.7 
$3,227 $3,291 


67.9 
$2,922 


67.9 


$197 $205 $226 


75.2 74.3 


4.84 4.92 4.85 


$3.66 $3.72 


$95 $109 $127 


1.25 1.47 1.65 


3.86 4.22 4.59 


28.40 32.62 37.21 


$1,747 $1,973 $2,203 $2,446 $2,702 


$2,424 $2,854 $2,922 $3,160 $3,671 


1912 1913 


$226 $230 


1910 1911 


$205 


1914 


1915 


$243 $256 


4.79 4.79 4.87 4.89 4.97 
$5 $5 $6 $o $6 


$91 $107 $124 $142 $165 


$96 $112 $130 $148 $171 


$2,214 $2,552 $2,912 $3,303 $3,730 
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$4,209 





1918 


107.5 
$6,088 $7,291 


123.8 


sumed for this purpose that the entire 
market averages represent a single invest- 
ment) at the market prices effective each 
year, adding to the amount to be so in- 
vested the dividends received on the shares 
already held and those acquired during the 
year at the rate of dividend yield appli- 
cable to that period. Market prices used 
were those of the Cowles Commission All- 
Stock Price Index Series P up to 1938. 
This represents the average of over 400 
stocks. After 1938 the prices reflect the 
Standard and Poors Weekly Index of Mar- 
ket Prices of 416 stocks. The two indices 
have been consolidated with 1926 as 100. 

Yields on common stocks were also 


1922 1924 


119.7 
$7,929 


1919 1920 1921 1923 


122.2 
$8,755 


121.9 
$8,398 


143.3 
$8,777 


127.7 
$8,134 


taken from the same sources as market 
prices. After 1906, interest yields used 
were those for all U. S. life insurance as 
computed by the Institute of Life Insur- 
ance. Prior to that time estimates were 
used in the accumulation table for the con- 
ventional plan. Both stock and interest 
yields are stated gross with no deduction 
for expense, it being considered unneces- 
sary for purposes of comparison to adjust 
the figures by estimating expense loads. 
Tables IA and IIA show the annual 
pensions under each plan, which an em- 
ploye would have received who entered 
the plans in 1901 at the age of 30 and re- 
mained with the employer until retirement 


1925 1926 1927 1929 


125.4 
$9,344 


122.5 


$8,365 


124.0 
$9,239 


126.4 
$9,418 


$659 $586 


1930 1931 


119.4 
$8,153 


at 65, in 1935, and then lived for 15 years 
after retirement, or to 1950. Table IA 
shows the distribution of the accumulated 
shares, which are sold annually in a fixed 
number per annum with the remaining 
shares increased by application of divi- 
dends (at the then current yield) to in- 
vestment in additional shares at the going 
market prices. Table IIA shows a distribu- 
tion of the conventional pensions in dol- 
lars, with reinvestment during the distri- 
bution period at the then going rate. Both 
tables provide for distributions on the 
basis of applying a rate of return equal to 
the arithmetical average yields of divi- 
dends and interest respectively for the 15- 


1932 1933 1934 1935 


92.4 
$6,309 


95.7 
$6,534 


108.7 
$7,422 


97.6 
$6,664 


98.1 


$6,698 


$469 


$426 FI [$510 


$4.39 


$4.07 


$360 $400 $620 $720 


5.08 6.23 8.98 9.89 


15.79 17.93 16.02 17.50 


100.0 


$1,060 


$869 


9.68 


16.97 17.37 


112.59 


$426 
4.92 
$10 


$235 


$245 


$5,449 $6,237 


130.52 


$5,456 


$7,205 


146.54 


$6,011 


$9,920 


164.04 


$6,599 


$11,319 


1921 192 


$569 


$555 


5.32 


$15 


$432 


$447 


$9,141 


$10,237 


199.32 


$7,866 


$17,879 


1924 


$613 


$606 


$566 $624 


$11,416 $12,694 


216.69 


$8,525 


$21,669 


$671 


$689 


$14,042 


$1,400 


9.34 


S826 


$16,855 


190.3 


3.48 


$6.62 


$1,628 


$1,638 


8.60 


$10,344 


$49,006 


1929 


$586 


$900 


$18,341 


$1,643 


$1,655 


11.05 


$969 


19.92 


29.50 


322.71 


$1,103 


20.18 


382.98 


$10,915 


$40,803 


$19,890 


$11,901 $12,343 $12,800 $13,269 


$27,767 $15,684 $21,604 $29,987 


1930 1931 1932 


$571 $520 $466 


5.25 5.13 4.85 


$15 $13 $11 


$963 $1,021 $1,040 $1,007 $1,010 


$978 $1,034 $1,051 $1,032 $1,016 $1,019 


$21,444 $22,961 5,908 $27,396 
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TABLE 1A  saseeereers 
Year 


Total shares in fund at beginning of year (1936 from Line L, 1935, 


Table I) 


Less one-half annual distribution to reduce to average number of 


1936 


1939 


1940 








382.98 


18.45 


shares in fund during year on which income would be received (14J) 


> Average number of shares in fund during year on which income 


would be received (A — B) 


Annual price index of common stocks (continuing Line C, Table I) 
Annual common stock yield % (continuing Line D, Table I) 


Income in dollars per share on common stocks based on yield % at 


price index for year (D x E) 


x Income on average number of shares in fund during year (F x C) 
Shares acquired each year out of income for year (G + D) 
Total shares comprising fund before annual distribution (A + H) 


Annual shares distribution as pension (see note) 


Shares in fund end of year (I — J) 


. Value of annual shares distribution (J x D) 


Year 


Total fund beginning of year (1936 from Line F, 1935, Table IT) 


Less one-half year’s pension to reduce to average arrount in fund 


364.53 


111.0 
4.10 
$4.55 


$1,659 
14.94 
397.92 
36.90 
361.02 
$4,096 


1936 


$27,396 
$1,320 


during year on which interest would be received (14G) 


Average amount in fund on which interest is received (A — B) 


Annual interest yield % (continuing Line B, Table II) 


Annual interest income (C x D) 


Total fund before annual pension distribution (A + E) 


Annual pension distribution (see note) 


Fund at end of year (F 


year period preceding retirement. In both 
cases (by coincidence) the average rate of 
yield was approximately 5%. It will be 
observed that in both cases the amounts of 
distributions actuarially determined as in- 
dicated in the footnote to the table resulted 
in the fund failing to supply the pension 
during the end of the 15-year period. 
However, it is indicated such pensions 
would have sufficed for normal actuarial 
life expectancy after retirement. It is rec- 
ognized that a 15-year period after retire- 
ment at age 65 is a little too long, actu- 
arially, as 13 years after 65 retirement is 
about the present average life expectancy 
for male and female pensioners. However, 
this slightly longer period creates a valid 
comparison between the two plans, and 
enables use of figures for an actual 50-year 
cycle, representing the first half of the 
present century. 

It should be emphasized that these 
tables are primarily for purposes of com- 
parison of the two plans and do not pur- 
port to be the finished product of applied 
actuarial science which would take into 
consideration and adjustment the myriad 
problems encountered in tailoring a retire- 
ment plan to a specific group. 
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$26,076 
3.91 
$1,020 
$28,416 
$2,640 


$25,776 $24,088 


Legend 


TABLE IA shows the distribution of shares 
accumulated under the equity plan of Table 
I, assuming that the pensioner lives for 15 
years after retirement at the end of 1935, and 
that after the annual distribution of a fixed 
number of shares, the dividends on the re- 
maining shares are invested in additional 
shares at going market prices for each year. 
(Rounded to nearest dollar, but basic computa- 
tions were carried to full cents.) 


Note to J: Annual shares distribution is based 
upon the assumed life of 15 years after retire- 
ment, as explained in the text, plus assump- 
tion of continued yield of stocks during that 
period equal to the arithmetical average of 
such yields during the preceding 15 years, or 
5%. The annuity tables give the value of 
0.09634229 for an annuity which 1 will buy for 
15 periods at 5%. This applied to the beginning 
fund of 382.98 shares indicates the annual dis- 
tribution to be 36.90 shares. 


TABLE IIA shows distribution of the conven- 
tional type fund accumulated as detailed in 
Table II, with reinvestment during the distri- 
bution period at the then going rate for each 
year. (Rounded to dollars, but basic computa- 
tions were made to full cents.) 


Note to G: The same assumptions and actu- 
arial formula are used here as in Table IA, 
including the arithmetical average rate of re- 
turn of the preceding 15-year period of this 
fund, which also approximated 5%. Hence, the 
value of 0.09634229 applied to the fund of 
$27,396.18 would indicate the annual pension 
distribution to be $2,639.41. 
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$24,456 
3.89 
$952 
$26,728 
$2,640 


316.11 
18.45 
297.66 


90.1 
4.20 
$3.78 


$1,125 
12.49 
328.60 
36.90 
291.70 
$3,325 


291.70 


18.45 


$20,457 


$1,320 


$22,768 
3.79 
$863 
$24,951 
$2,640 
$22,311 


$20,991 
3.74 
$786 
$23,097 
$2,640 
$20,457 


COMPARISON OF YIELDS 


A summary of the results of the opera- 
tion of the ““New Way” and the conven- 
tional type fund during the distribution 
period is shown in Table III. It will be 
observed that the equity fund produced 
more dollars of pension in every year ex- 
cept 1942, and during most of the period 
substantially more, particularly during the 
post World War II years at the end of the 
period when inflation raised the cost of 
living to a new high. This is, of course, 
precisely the effect that proponents of the 
“New Way’ pension claim is expected 
and desirable about their plan. Table III 
also attempts to give some comparison of 
the “value” of the pensions distributed un- 
der both plans by showing the result of 
dividing the actual distributed dollars by 
the cost of living indices for each of those 
15 years. 

While these columns do not show that 
the equity fund produced a level income 
“value” to the pensioner, they do demon- 
strate that he received much more in cost- 
of-living value from that fund than from 
the other. This is another way of stating 
that while the equity plan did not fully 
keep pace with the cost of living for our 
retired worker it did a much better job 
than the conventional plan. This again is 
the thesis of Stanley, Greenough, Hender- 
son, and the others who argue that the 


$1,320 


$19,137 


3.65 
$699 


$21,156 
$2,640 
$18,516 
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1943 1946 1947 1950 





229.91 142.66 110.81 9.99 


18.45 18.45 18.45 18.45 


211.46 184.55 92.36 


115.0 
6.48 
$7.45 


116.5 
5.07 
$5.90 


94.5 
4.42 
$4.17 


87.0 
4.73 
$4.11 


3.42 


$3.93 $5.39 


$199 
1.73 
46.89 
36.90 


$612 
5.32 
179.56 
36.90 
142.66 
$4,247 


$545 
4.68 
115.49 
36.90 
78.59 


$4,299 


$408 
3.47 
82.06 
36.90 
45.16 


$869 $ 669 
9.99 
239.90 
36.90 
203.00 


$3,210 


$770 
8.14 
211.14 
36.90 
174.24 
$3,487 


9.99 
9.99 
9.99 


$4,889 $4,244 $1,385 


1942 1943 1944 1945 1946 1947 1950 


$9,952 
$1,320 


$7,595 


$1,320 


$5,151 
$1,320 


$2,629 
$1,320 


$16,497 
$1,320 


$14,404 $12,221 


$1,320 $1,320 $1,320 


$1,320 


$1,310 
3.16 
$42 
$2,671 
$2,640 


$10,901 
3.39 
$371 
$12,592 
$2,640 
$9,952 


$8,632 $6,275 
3.27 3.1 
$283 $196 
$10,235 $7,791 
$2,640 $2,640 
$7,595 $5,151 


$3,831 
3.08 
$118 
$5,269 
$2,640 
$2,629 


$15,177 
3.60 
$547 
$17,044 $14,861 
$2,640 $2,640 


$13,084 
3.49 
$457 


$17,196 
3.61 
$621 
$19,137 
$2,640 
$16,497 


$14,404 $12,221 


equity pension offers the retired worker a 
hedge against inflation. 

The arithmetical average yield on com- 
mon stocks for the entire 50-year period 
of accumulation and distribution was 
5.07%. While future average yields are 
anyone’s guess, a 5% yield assumption for 
a new plan, if adopted today, would prob- 
ably be accepted as reasonable by most. 

However, as to the conventional fund, 
based on investment in fixed-dollar obli- 
gations, the average interest yield for the 
50 years is 4.46%, and if limited to the 
last 30 years the average yield is 4.25%. 
Both percentages are substantially higher 
than the average yields on comparable in- 
vestments for recent years and also con- 
siderably above what most would name as 
a reasonable assumption for a conven- 
tional type plan adopted today. While 
opinions would no doubt vary, 344% 
would seem a reasonable maximum as- 
sumption for such a plan in the light of 
the recent past, and indications for the fu- 
ture. 

Thus it will be observed that with a 
31/,% versus 5% assumption, as against a 
comparison of about 4.5% to about 5% 
during the historical 50-year period on 
which the actual pensions shown in the 
tables are based, the differential in favor 
of the equity fund would be substantially 
increased. So, with a lesser degree of in- 


flation over the ensuing 50 years than that 
experienced in the half-century covered by 
the tables, this increase in the favorable 
income differential between the two types 
of plan could well produce a comparison 
as profitable to the “New Way’ type plan 
as that disclosed by the tables. But this 
does not mean long-range continuation of 
the inflationary trend is not to be ex- 


TABLE Ill 


Legend 


Pension Distribution 


Convent’l 
Fund 


““New Way”’ 
Year Fund 
1936 
1937 
1938 
1939 
1940 
1941 
1942 
1943 
1944 
1945 
1946 
1947 
1948 
1949 
1950 


$4,096 
$4,125 
$3,074 
$3,325 
$3,092 
$2,797 
$2,424 
$3,210 
$3,487 
$4,247 
$4,889 


$2,640 
$2,640 
$2,640 
$2,640 
$2,640 
$2,640 
$2,640 
$2,640 
$2,640 
$2,640 
$2,640 
$4,299 $2,640 
$4,347 $2,640 
$4,244 $ 31 
$1,385 $ 
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Cost of 
Living 


$31 


pected; for short- and long-range history 
both make the same prediction. It is in- 
tended to emphasize that, in the future, 
protection against inflation should be aug- 
mented under the “New Way” method by 
a reasonable expectation of a more favor- 
able differential between dividends on 
stocks and interest on fixed-dollar invest- 
ments. (Continued on page 334) 


A summary of the pension distributions of Tables IA and IIA, with 
the addition of a translation into “‘value’’ of those pensions by divid- 
ing the amounts distributed by the cost of living index for each year. 


Pension “‘Value”’ in 
Relation to C. of L. 


Index ““New Way”’ Convent’! 


$2,663 
$4,017 $2,570 
$3,049 $2,618 
$3,345 $2,655 
$3,086 $2,634 
$2,659 $2,509 
$2,081 $2,266 
$2,597 $2,135 
$2,779 $2,103 
$3,308 $2,056 
$3,510 $1,895 
$2,700 $1,658 
$2,539 $1,542 

2,509 $ 19 

809 ~ 


99.1 
102.7 
100.8 

99.4 
100.2 
105.2 
116.5 
123.6 
125.5 
128.4 
139.3 

2 
2 
1 
2 


$4,133 


159. 
171. 
169. 
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Electronics Thinking and Clerical Costs 


William B. Hanson 


HE ELECTRONIC OFFICE has now de- 
| footer from a technological phenom- 
enon to a definite business reality. Key 
men in management are hearing, reading, 
and discussing the office of tomorrow and 
how to prepare for it. Progressive manage- 
ments are already applying electronics 
thinking to cut costs in their clerical opera- 
tions. 

Electronic machines alone are no push- 
button answer to clerical efficiency. They 
cannot be effectively employed unless the 
whole clerical unit has been streamlined to 
support them in the same way that produc- 
tion teams are regrouped to take advantage 
of new developments in technology. For- 
tunately, the changes necessary to prepare 
for the office of tomorrow will result in in- 
creased efficiency now, even without the 
actual application of electronics. 

Three characteristics of the electronic 
office need emphasis: 

1. Electronic machines can process clerical 
data at incredible speeds, but getting 
information to and from the machines 
at rates commensurate with the process- 
ing speed will never cease to be a prob- 
lem. 

. Electronic machines are production 
type machines which must be scheduled 
and serviced just like other production 


machines to allow full utilization and 
avoid costly delays. 

3. Electronic office machines cannot oper- 
ate in a haphazard manner, or poten- 
tial economies will be lost. These ma- 
chines demand streamlining and clarifi- 
cation of clerical procedures—follow- 
ing the same principles which apply 
anywhere there is pressure for cost 
reduction and speedup of processing. 


How can electronic advantages—and 
the obligations they impose—be brought 
to bear before the installation of electronic 
equipment, or in offices which, because of 
their size or nature, may never use the new 
machines ? 


CURRENT CLERICAL PRACTICE 

First, consider the general practice in 
clerical functions. Management executives 
generally have been prone to think and to 
operate their departments in terms of “‘sys- 
tems” rather than by building procedures 
around valid concepts and objectives. This 
has resulted from attempting to handle 
two divergent functions as one responsi- 
bility. 

Most executives have a specific responsi- 
bility—in sales, accounting, purchasing, 
planning or whatever—in which they 


WILLIAM B. HANSON, a graduate of Bowdoin College, 
Brunswick, Maine, is a senior associate of Bruce Payne & As- 
sociates, Incorporated, Westport, Connecticut, and has spe- 
cialized in the field of clerical cost control and methods 
and procedures. Prior to joining Bruce Payne, his indus- 
trial engineering experience covered a broad range of ac- 
tivities from manufacturing and assembly operations in 
industrial companies to clerical operations and warehousing 
operations in such companies as Sears, Roebuck and Com- 
pany and American Mutual Liability Insurance Company. 


THE CONTROLLER 


JULY 1954 





318 


must take effective action based upon con- 
trol information furnished them. In per- 
forming this function, they must always 
measure the value of the results obtained 
against the cost of the actions which pro- 
duced the results. The same executives 
usually have a second and frequently 
secondary function, namely that of deter- 
mining how to gather control information 
at the lowest cost in time to take effective 
action. In this area of responsibility, the 
executive buys a “system,” just as he hopes 
one day to buy an electronic office and free 
himself of the whole tiresome mess. 

In organizing to meet these responsibili- 
ties, the office team has not progressed as 
rapidly as the production team. Funda- 
mentally every successful production team 
has one top leader. He may be called the 
works manager, plant superintendent, gen- 
eral manager or any of a number of titles 
depending upon the particular organiza- 
tion. Regardless of the title, he is always 
recognized as the man who runs the show. 
In most successful operations this leader 
has one individual to whom he has dele- 
gated the responsibility for the develop- 
ment of “how’’ the necessary work is to be 
done, usually an industrial engineer. Very 
few organizations have his counterpart 
outside the production division and of 
those which do, few have functioned suc- 
cessfully. Industrial engineering thinking 
as applied to office organization has gen- 
erally been embryonic—little more than 
attempts to treat symptoms. Rarely has a 
fundamental cure been sought. 

In this age of specialized operation 
which the electronic office will accentuate, 
each cobbler must stick to his last—the 
sales manager concentrating on sales, the 
purchasing agent on buying, and the ac- 
countant on analysis. Neither the sales 
manager, the purchasing agent, nor the ac- 
countant is normally among those highly 
endowed with the skills and aptitudes 
necessary for the successful operation of 
the electronic office of the future. Nor 
would they necessarily be successful in 
their own functions if they were so quali- 


fied. 














LOOKING FORWARD TO 
THE ELECTRONIC FUTURE 

Into such random operations is being 
thrust the precision tool of electronics. 
The electronic office as such has barely 
emerged. Since enormous volumes of data 
must justify its high initial cost, its use is 
still limited to a few companies. As the 
future brings improvements in design and 
economies in production, it will be ap- 
plicable to smaller and smaller clerical 
operations. The habit of electronics think- 
ing can be adopted today even though the 
equipment may not be — to me- 
dium and smaller offices for some time to 
come. Not only will this prepare for even- 
tual utilization of electronics, it will—to- 
day—reduce costs of performing clerical 
operations. 

The increase in the ratio of clerical to 
production workers has caused much of 
the wishful thinking concerning elec- 
tronics as the solution to rising clerical 
costs. As clerical activities demand a 
higher percentage of available workers, a 
natural shortage of qualified personnel de- 
velops. The problem induced by low birth 
rates during the Depression has been much 
more effectively solved by the production 
team than by the office team. Only funda- 
mental analysis of clerical problems will 
restore the balance between clerical and 
production forces and more nearly equal- 
ize the demand for clerical workers with 
the recruits available. 


DUAL NATURE OF CLERICAL RECORDS 

In solving the problem of clerical costs 
it is first necessary to recognize the dual 
nature of clerical records. Not only must 
they meet operational needs within each 
department but, what is equally important, 
is that they serve as control data for the 
company as a whole. The department man- 
ager who loses sight of the “big picture” 
and solves his problems only in relation to 
his own operation has abdicated part of 
his executive responsibility and is guilty of 
“thinking like a clerk.” 

The broad approach to solving the cleri- 
cal cost problem, therefore, has two 
phases: 


1. Recognition of clerical activities as in- 
struments of management control— 
their objective being to provide infor- 
mation for the guidance of manage- 
ment. 

2. Acceptance of clerical functions as 
services which should not be limited by 
the confines of departments, groups, or 
divisions of a company. Clerical activi- 
ties and duties are generally interde- 
partmental in nature. 


Naturally, concepts alone cannot solve 
a problem in the management field. Com- 
panies differ widely. It is rare that solu- 
tions for one will be solutions for another. 
But the same pattern of thinking and se- 
quence in problem analysis can be used in 
two or more firms to produce distinctive 
solutions suited to each. 








STEPPING UP OFFICE EFFICIENCY 


This new publication in AMA's Office 
Management Series* is intended to direct 
attention to a potentially great area of 
savings for many firms—reducing office 
costs and increasing office efficiency. 
Three papers presented in this publica- 
tion show in logical order how to attack 
the problem. The first paper, “How to 
Know Your Office Cost,” gives leads on 
the recognition of office cost while the 
second paper, “Organized Cost Reduc- 
tion,’ considers what should be done 





DETERMINING THE PROBLEM’S SCOPE 

The scope of the problem within the 
company must first be determined. Each 
facet of organizational structure must be 
examined critically: the management struc- 
ture and by-laws; the abilities and person- 
alities of executives and other key person- 
nel; management policies in operation; 
the organization; and the definition and 
assignment of responsibilities. Examina- 
tion limited to clerical methods and pro- 
cedures alone will not produce adequate 
information. As an example of a proper 
approach: 

The management of a novelty company 
suspected the existence of a clerical prob- 
lem of considerable magnitude. The entire 
company structure was subjected to close 
scrutiny, disclosing that the clerical activi- 
ties had become departmentalized. 

The executive vice president consoli- 
dated the clerical operations into a single 
group cutting across departmental lines 
and completely revised its clerical proce- 
dures. As a result clerical costs were re- 
duced and internal control, as well as 
service to customers, were improved. 

The complexity of clerical problems in 
modern business are often beyond the 
scope of the department manager. Fre- 
quently he may appear to “think like a 
clerk” because his viewpoint has been 
limited. A company-wide viewpoint can 
and does provide more economical opera- 
tions. For example: 

In a large wholesale house, more than 
20 different order forms and 10 different 
invoice forms were in use since each de- 
partment designed its own forms to record 
information which differed only slightly. 
Today a single order form and a single 
invoice form meet the needs of all depart- 
ments and are processed by a single clerical 
group. The result has been elimination of 
duplication, reduction of errors and lower 
clerical costs. 

Management that clerical 
activities as instruments of management 
control and views the clerical functions as 


considers 
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about them. The final paper, ‘Building 
an Office Services Organization,” is di- 
rected toward increasing office efficiency. 
Also included in the pamphlet is a digest 
of a panel discussion entitled “A Work 
Standards Program for the Office,” 
which presents the viewpoints of three 
businessmen regarding informal stand- 
ards, formal programs and incentives. 

* Published by the American Management 
Assoctation, 330 West 42nd Street, New York. 
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unbounded by the confines of organiza- 
tional components has a start toward cut- 
ting clerical costs. Companies which have 
accepted these concepts are realizing sub- 
stantial economies and bettering their 
competitive position. 


EXAMINING THE OVER-ALL 
EXECUTIVE STRUCTURE 


It is dangerous to assume that title alone 
will indicate the executive to be respon- 
sible for over-all clerical organization. The 
authority and responsibility of titled posi- 
tions vary as does each individual's inter- 
pretation of his own responsibilities. An 
examination of the whole executive struc- 
ture together with an evaluation of the 
interests and personality of each individual 
may indicate that changes in organization 
are necessary to properly place the respon- 
sibility for clerical control. To illustrate: 

In one insurance company, the clerical 
control group reported to one of the many 
departmental vice presidents who had no 
authority over the other vice presidents. 
The president was the only person with 
authority in all areas, but his principal in- 
terest was in the field of investment. The 
solution to this company’s clerical prob- 
lems was possible only after their im- 
portance was fully recognized and they 
were transferred to an effective organiza- 
tional location. 

There is no rule of thumb for the loca- 
tion of the clerical cost-control function, 
which is completely dependent upon the 
characteristics of the organization. Simi- 
larly, the structure of the clerical control 
staff is dependent upon the size and scope 
of its clerical problem. 

The staff for clerical control may be part 
of the over-all responsibility of the office 
manager or, in the larger organization may 
be a separate group reporting to the princi- 
pal coordinating officer. Both methods are 
in use and both produce effective results. 
In any case, guiding policies, tailored to 
the needs of the company, must be estab- 


(Continued on page 324) 
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Work Stoppages 

Preliminary BLS data show that there were 300 new strikes in 
April involving 130,000 compared with 225 beginning in March 
that involved 100,000. The 450 strikes in effect in April in- 
volved 200,000 workers for 1,200,000 man days of idleness. The 
April 1954 total of strikes is lower than for any previous April 
in the postwar years. 


Government Black Listing 

GSA is keeping a master list of contractors who allegedly are 
knowingly violating the Fair Employment Practices principles 
written into government contracts. Contractors placed on this list 
will be barred from further bidding on government contracts. 
GSA officials are supposed to call the contractor's attention to the 
FEPC clause and urge him to comply if he wishes to stay in the 
good graces of the Government . . . if he does not comply, he 
either is warned or a cease-and-desist order is issued against him. 


Fraudulent Pay Claims 


The Department of Labor has asked Congress for $2.5 million 
to help the states stop losses in paying unemployment benefits. 
During 1953, $6.7 million was improperly paid out by states in 
unemployment compensation benefits. Deliberate misrepresenta- 
tion accounted for $3.0 million of the claim; the other $3.7 mil- 
lion was overpaid through error on the part of the claimant or the 


state agency. 


Manpower Mobilization 


ODM is studying a new plan to mobilize manpower in an 
emergency. The plan’s key feature—voluntary method—is a 
sharp shift from the proposed compulsory system of “standby” 
manpower control developed by the previous Administration in 
1951. Compulsory measures would be maintained for materials 
controls and allocation as well as a draft for the Armed Forces. 
But authority for government manpower controls would be elimi- 
nated. Odds on adoption of this plan are still unknown. 


Texas Fifth 


IRS has ruled that the term ‘Texas Fifth” may be used to de- 
scribe half-gallon bottles of distilled spirits. The products must 
still be bottled, packaged and labeled in conformity with regula- 
tions which will prohibit deception of the customer with respect 
to the quantity of such product. 


Bank Mortality Rate 


The bank mortality has been rising steadily in recent years. In 
1953, 126 banks left the scene compared with 113 in 1952 and 
89 in 1948. In most cases pressure of competition from bigger 
banks is a major factor in decisions to sell out. 
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Taxing Stock Distributions 


In a recent case, a bank, finding it necessary to eliminate a 
subsidiary corporation’s stock from its assets, distributed the 
stock to a trust organized to hold the stock for the pro rata bene- 
fit of the bank’s stockholders. The trustees retained all rights as 
owners of the stock subject to approval by the bank’s stockhold- 
ers of any action taken. IRS held the distribution to the trust was 
a dividend taxable to the stockholders on the ground that the re- 
sult of the transaction was no different from what it would have 
been if the stock had been distributed directly to the bank’s stock- 
holders who then had placed the stock in a trust. 


Revamped FTC 


Three new bureaus dealing with investigations, litigations and 
voluntary compliance procedures were set up on July 1. These 
bureaus, together with a modified Bureau of Economics are ex- 
pected to provide an organization that is much simpler than the 
present one. Under the present arrangement, investigations and 
litigation connected with antimonopoly cases are handled by the 
Antimonopoly Division. The Bureau of Antideceptive Practices 
handles both the investigations and resulting litigation in that 
field. Under the new setup, the Bureau of Investigation will 
handle all inquiries. 


New Consent Order Rule 


More extensive use of consent orders in litigated cases will 
be permitted under the FTC’s new rules. As amended the 
consent order rule . . . eliminates the previous requirement 
that consent settlements contain findings of the fact . . . per- 
mits disposition of a case by consent at any stage of the proceed- 
ings . . . allows settlement of a case as to some or all of the 
issues or as to some or all of the respondents . . . authorizes 
hearing examiners to accept or reject stipulations containing pro- 
posed consent orders with acceptance subject to Commission re- 
view and with rejections subject to appeal to the Commission. 


Butter Disposal Plan 


Agriculture Secretary Benson has stated that he has discarded 
all plans for a domestic butter-disposal program. Each of the 
plans considered, he said, would cost the Government about 
$500 million and probably wouldn’t do the job anyway. Butter 
will be given away in relief programs here and abroad and more 
will be sold to the military and other special markets. These out- 
lets, however, will not make a big dent in the present surplus. 


Closer Look at Business Expenses 


IRS officials hope that a new audit policy will catch a lot of 
border-line expense deductions by corporations, particularly 
closely held corporations. IRS holds that executives must pay tax 
when their companies provide them with apartments, automo- 
biles, or similar items for “‘no good business purpose.”’ Revenue 
agents, auditing returns of corporations, at the same time will 
check the returns of the company’s officers and key employes. 


Business Underwrites Government 


The Small Business Administration hopes to develop a pro- 
gram to turn its loans back to private hands. Banks and other pri- 
vate lenders will be encouraged to take over SBA commitments 
after the first year of the loan, during which the borrower will 
have time to establish a good repayment record and become an 
attractive credit risk. SBA can loan up to $150,000, usually for 
six years, at 6% to any company after it has been turned down by 
its own banks. 

—BENJAMIN R. MAKELA 





Messenger Service adopts Recordak Microfilming 


Saves $4,800 per year 
—16 times the cost 


AKING OUT monthly bills at Hollywood’s City Messenger 

Service took 80 hours per week. Recordak Microfilming 
slashed it to 4 hours, saving $4,800 per year by eliminating 
costly manual transcription. 

Bills are no longer itemized. Instead the individual order slips 
are microfilmed for the office record at a fraction of a cent each. 
Then they’re sent out with the bill, which is merely the total 
amount due. 

This shortcut—besides slashing costs—improves customer re- 
lations. Questions are answered in advance . . . every pick-up and 
delivery is substantiated. Other advantages: Reference in a 
Recordak Film Reader is faster. There’s a 98% saving in filing 
space. Protection is increased. 

Total costs for Recordak microfilming equipment, film, and 
processing add up to only $284 per year. The savings, in book- 
keeping, alone, are more than 16 times this investment! 

Can Recordak Microfilming cut your costs? In all prob- 
ability, yes! For this truly amazing process is now simplifying 
record-keeping routines for over 100 different types of 
business . . . thousands of concerns. It will certainly 
pay you to check with a Recordak Systems Man soon. 

No obligation whatsoever. 

Write Recordak Corpora- 
tion (Subsidiary of Eastman 
Kodak Company), 444 
Madison Avenue, New York 
a2. N.Y. 


“Recordak”’ is a trade-mark 


SRECORDERK 


(Subsidiary of Eastman Kodak Company) 
originator of modern microfilming— 
and its application to accounting routines 
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a RoBerT Fay, comptroller, 
Pittsburgh Plate Glass Company, 
Pittsburgh, Pa., was unanimously 
elected president of Controllers Institute 
for 1954-1955, effective September 1, at a 
meeting of the national Board of Directors 
held in Chicago on June 25. 

The president-elect, who has been ac- 
tive in the Institute since 1945 and holds 
membership certificate $3408, has been 
vice president of Region IV, 1953-1954. 
He was made a director two years ago. 


C. R. Fay Elected 
President of 
Controllers Institute 


1953, and was president of the Pitts- 
burgh Control, 1950-1951. 

After graduation from Purdue Uni- 
versity, B.S.M.E., in 1922, Mr. Fay 
started his career with the Weidly Mo- 
tor Company followed by the Thomas 
Skinner Steel Products Company in In- 
dianapolis. He joined Westinghouse at 
East Pittsburgh in 1925 where he 
worked successively in the Equipment 
and Methods Department, Stock and 
Routing Section, Production Depart- 
ment and Raw Material Stores Depart- 


making the standard cost installation in 
the East Pittsburgh Plant, becoming as- 
sistant director of the Industrial Ac- 
counts Division in 1934 and director of 
Employe Accounts in 1938. 

In 1942, when on leave of absence 
from Westinghouse, he was appointed 
to the WPB as consultant on the Con- 
trolled Materials Plan. On his return to 
Westinghouse in 1943, he was ap- 
pointed assistant to the vice president 
in charge of Contract Terminations. In 
1944 he became comptroller of the Pitts- 


He served as chairman of the national 
Committee on Social Security, 1951- 
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ner W. ScHWARZ, vice president 
and treasurer of Wyandotte Chem- 
icals Corporation, Wyandotte, Michi- 
gan, and its subsidiaries, Ford Collieries 
Company, and Wyandotte Transporta- 
tion Company, was elected chairman of 
the national Board of Directors of the 
Institute for the 1954-1955 term at a 
meeting of the Board of Directors in 
Chicago on June 25. Mr. Schwarz was 
president of Controllers Institute for the 
1953-1954 term. 

Mr. Schwarz, a national director (1948- 


George W. Schwarz 


Board Chairman 


(1951), became a member of Controllers 
Institute in 1938, holding certificate 
#1268. He served as president of the De- 
troit Control (1942-1943) and as vice 
chairman of the 21st Annual Meeting in 
Detroit (1952). 

He was president (1946-1947) of the 
Detroit Chapter of the National Associa- 
tion of Cost Accountants, a member of its 
national Board of Directors (1949-1951) 
and a national vice president of the or- 
ganization (1952-1953). 

He is a CPA (Mich.) and a member of 






Public Accountants, American Institute of 
Accountants and the American Manage- 
ment Association. 

Mr. Schwarz joined the staff of Ernst & 
Ernst in Detroit in 1925 and his associa- 
tion with the predecessor companies of 
Wyandotte Chemicals Corporation com- 
menced in 1938 as controller. Advance- 
ment to the position of vice president-con- 
troller occurred in 1948 and, in 1952, to 
his duties of vice president and treasurer. 

Mr. Schwarz is a member of the Detroit 
Athletic Club, Wyandotte. Yacht Club, 














1951) and a national vice president 
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Ronald L. McVey, Tennessee Gas Transmission Company, Houston, Texas 
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and Lakelands Golf and Country Club. 





E. L. GRIMES BECOMES INSTITUTE DIRECTOR AT LARGE 
EDMUND L. GRIMES, executive 


vice president as well as director of 
Commercial Credit Company, Balti- 
more, Maryland, was made a director 
at large at the meeting of the na- 
tional Board of Directors held in Chi- 
cago on June 25, following his term 
as chairman of the national Board 
of Directors, 1953-1954. Mr. Grimes 
served as the national‘ president of 
Controllers Institute, 1952-1953. He 
joined the Institute in 1945 and holds membership certificate 
#3461. He rendered distinguished service to the Institute as chair- 
man of the national Committee on State and Local Taxation in 
1949-1950 and as vice chairman of the Federal Tax Committee, 
1950-1952. He served as a trustee (ex officio) of Controllership 
Foundation, 1952-1954. Mr. Grimes joined Commercial Credit 
Company in 1944 as controller and was named vice president 
in 1948, executive vice president in January 1951 and ap- 
pointed a director in July. Prior to joining Commercial Credit 
he served as a partner in the public accounting firm of Hall, 
Penny, Jackson & Co., Chicago; was affiliated for a time with 
the investment banking firm of S. W. Strauss, also in Chicago; 
and from 1935-1944 he was general attorney for Carnation 
Company, Milwaukee, Wisconsin. He is active in the American 
Bar Association, the AIA and the Maryland Society of CPAs. 
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NEW INSTITUTE OFFICERS 


At the meeting of the National Board of Di- 
rectors of Controllers Institute held on June 
25, 1954 in Chicago, the following officers 
were elected to serve beginning September 1. 


STUART W. McLAUGHLIN 
Treasurer 


ERNEST J. MEUTEN 
Vice president 


Region 1 Region 2 


HAROLD H. SCAFF 
Vice president 


CHARLES H. YARDLEY 
Vice president 
Region 3 


Strauss Peyton 


J. E. HEIDGEN 
Vice president 


Region 6 Region 7 


RALPH O. LINVILLE 
Vice president 


JAMES L. PEIRCE 
Vice president 
Region 8 


GEORGE H. HETLEY 
Vice president 


RONALD L. McVEY 
Vice president 


ARTHUR C. HARRAGIN 
Assistant Treasurer 


Englander 


JAMES B. POLLARD 
Vice president 
Region 4 Region 5 


Bailey 


WILSON K. MINOR 
Vice president 


Region 9 Region 10 


Electronics Thinking and Clerical Costs (coninued from page 319) 


lished for the operation of the control 
group. These policies can be determined 
only after analysis of the objectives of 
management, for their only purpose is to 
contribute to the over-all picture. 

The following principles, compatible 
with the overlying concepts of manage- 
ment, are suggested for incorporation in 
such policies: 


1. Clerical operations are performed for 
dual purposes—the guidance of man- 
agement and the accomplishment of 
some essential service. Operations not 
serving this dual purpose are suspect. 
Certain operations may prove nones- 
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sential to the conduct of the business 
or the preparation of management in- 
formation and should be eliminated. 


. Clerical activities are interdepartmental 


in nature and should always be an- 
alyzed from this viewpoint. 


. Existing management philosophy, or- 


ganization, policies and procedures 
need not be construed as restrictions, 
and can be changed by those in 
authority whenever necessary. 


4. The only restriction permissible is that 


no procedure shall be used which does 
not contribute to company objectives in 
the most economical manner appli- 
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PROGRAM OF CLERICAL 
COST REDUCTION 


Selection of a program for clerical cost 
reduction depends upon the particular 
company and its objectives. Programs suc- 
cessfully adopted by three firms illustrate 
the possibility of program variations to fit 
companies of different size and with dif- 
ferent problems: 


A. In a wholesale distributing company, 
the office arrangement was altered to 
consolidate the clerical group adjacent 
to the office manager, and a program 
to prepare the office manager for his 
new responsibilities was initiated. 
Minor rearrangements were made in 
two existing records to permit quick 











determination of order backlogs and 

measure salesmen’s performance while 

reducing the total entries made. 

B. The program for a western manufac- 
turer included redesigning of its sales 
catalogue, sales order forms and 
production orders to eliminate back- 
tracking, and a rearrangement of the 
office to streamline the work flow. In 
addition, a multiple-part factory order 
form was designed to permit produc- 
tion at one typing of the order ac- 
knowledgment, factory order, pack- 
ing slips, bills of lading, labels and 
invoices. Finally, a less costly method 
was submitted for compiling manage- 
ment statistics. The company is now 
applying techniques of motion analysis 
and work simplification. 

C. The third company had a large volume 
of short-cycle clerical operations in 
which speed and quality were basic re- 
quirements. Its program, more detailed 
than the others, was as follows: 

a. Process flow chart analysis of all 
paperwork. 

b. Installation of procedural flow im- 
provements as required. 

c. Selection of an initial clerical group 
for intensive study. 

d. Flow chart analysis of operation-to- 
operation movement within this 
group. 

e. Installation of improved intragroup 
flow, with relocation of fixtures, 
desks and equipment. 

f. Detailed motion analysis of the 
operations within this group. 

g. Application of principles of motion 
economy and work simplification, 
and development of improved 
methods for each operation. 

h. Installation of new methods and 
training of operators in correct per- 
formance. 

i. Time study, by stop-watch or prede- 
termined time standards, and de- 
velopment of standard data tables 
and performance standards for the 
operation. 

j. Installation of an individual wage 
incentive system. 

k. Extension of the foregoing se- 

quence to other clerical groups. 


The type of program and the way it is 
inaugurated may be as variable as the 
name of the company. Programs must be 
designed to fit the specific clerical situation 
in harmony with the company objectives. 
A rather general pattern in five steps, with 
almost infinite variations possible, is ap- 
plicable to most clerical problems. They 
are (1) Appraisal, (2) Analysis, (3) 
Synthesis, (4) Installation, and (5) 
Evaluation. 


1. APPRAISAL 

The collection of data takes many 
forms ranging from a quickly formed im- 
pression based upon past experience to the 
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Why should an 
Institutional Fund 
include 
Common Stocks? 


That’s an important question for any- 
body managing endowment funds, 
pension plans, or charitable founda- 
tions — and naturally we think we 
know the answer. 


But recently, Mr. H. E. Woodruff — 
Vice President in charge of Invest- 
ments for the New York Life In- 
surance Company —answered the 
question so well that we'd like to 
repeat at least part of that answer. 


“Let us start with a million dollars,” 
he said. “If this is invested in a 3% 
bond maturing in 20 years, and the 
interest reinvested at the same rate 
semi-annually, the total dollars re- 
ceived by the end of 20 years would 
amount to $1,814,000. On the other 
hand, the same one million dollars 
if invested in common stock afford- 
ing a 5% return and similarly com- 
pounded would provide a total value 
of $2,685,000 at the end of the 20- 
year period. The difference of 
$871,000 in value represents the re- 
sult of compounding the 2% yield 
differential. Stated another way, if 5% 
dividends were maintained for 20 
years and were set aside each year in 
a fund, the original market value of 
the porttolio could decline by 87% 
and the net value of the fund would 
be the same as that accrued by 3% 
bonds. Don’t forget, 3% money takes 
about 24 years to double itself, but 
only 14 years for 5% money, and 
only 12 years for 6% money.” 


To us that seemed to be a pretty con- 
clusive defense for letting common 
stocks play some part in institutional 
portfolios. 


If you agree, Mr. John Sullivan — 
our partner in charge—will be happy 
to consult with you— in confidence 
of course. 


Simply address him at — 
Department KY-72 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 106 Cities 


‘Invest — for the better things in life’ 
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Electronics Thinking and Clerical Costs 


(Continued from page 325) 


use of complex modern techniques. How- 
ever, limitation of data collection to a few 
specific techniques restricts the potential 
value of the appraisal. Such a situation 
occurred in the following case: 

One company, in its initial approach to 
clerical cost reduction, placed a limitation 
on the analysis techniques to be used. The 
permissible techniques were distribution 
charts, process flow charts, and work 
counts as described in the Public Adminis- 
tration Service Publication #91. The man- 
agement was reluctant to use other tech- 
niques because it considered them appli- 
cable only for factories and not appropri- 
ate for clerical analysis. However, studies 
by a more experienced staff member, using 
a wider selection of techniques, including 
motion analysis, stop-watch time studies, 
and detailed statistical analyses, indicated 
the results obtained by the first method 
were poor in comparison with the poten- 
tial. The company management later re- 
moved the restriction. 

The variety of data collection tech- 
niques is extensive. None should be over- 
looked by the clerical appraiser, and all 
should be available to him. 


2. ANALYSIS 

Analysis may reveal all the facts. More 
frequently than not, however, certain facts 
will remain obscure, indicating conditions 
which require further evaluation and pos- 
sibly the application of entirely different 
techniques. Analysis and fact collection 
must be continued until all essential in- 
formation available has been uncovered. 


3. SYNTHESIS 

Improvement of existing clerical meth- 
ods begins with the application of creative 
imagination. In sequence, synthesis at- 
tempts to: 


. Eliminate the procedure, 
. Combine it with other procedures, 
>. Change its sequential position to 
simplify the system, 
. Simplify the procedure by any 
method available, or 
e. Develop a better procedure. 


Through these examinations, proce- 
dures are eliminated or new procedures 
are synthesized, ready for critical compari- 
son with former procedures. 

Not to be overlooked in the analysis and 
synthesis processes is the adequacy of ex- 
isting procedures. Procedures may not 
exist, or those that do may not yield the in- 
formation required by management. The 
objectives and needs of management must 
be fully examined as part of the analytical 
process and satisfied at an economical cost 
by the synthesist. 

Sales records of a textile manufacturer, 
producing high style fabrics, were main- 
tained only in terms of the warp and fill- 
ing. Weave patterns, finishes, print styles 
and color combinations were not recorded 
giving no market information of value to 
the sales manager. A change in record- 
keeping to include these details gave the 
sales management useful information and 
satisfied the warp and fill record require- 
ments of the purchasing department at 
practically no extra cost. 

A firm with a large mail-order business 
formerly tabulated mail-order sales im- 
mediately following mail opening. Analy- 
sis indicated that customers made frequent 
transcription errors, necessitating many 
tabulation corrections after order-pricing 
and verification. By performing the order- 
pricing and verification immediately be- 
fore sales tabulation, all corrections arising 
from transcription errors were eliminated. 
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4. INSTALLATION 

When possible, new procedures should 
be tested before final installation. Presum- 
ably technical verifications will have been 
made through the entire process, but the 
test of use—preferably through pilot 
operation—should be made before the old 
methods (and possibly records) are dis- 
carded. The degree of testing will vary 
with the magnitude of the operation and 
the relative importance to management of 
the tasks involved. 

Concurrently with the installation of 
new procedures, the individuals involved 
must be prepared both psychologically and 
technically for the change. If new pro- 
cedures are to produce economies, the per- 
sonnel affected must be prepared for them 
by being brought to understand the 
reasons behind them as well as the new 
routine to be followed. Human relations 
are of paramount importance if changed or 
simplified procedures are to be effective. 
In the case of the textile manufacturer it 
was only a b grea of training the sales 
manager and the clerks in the new pro- 
cedures. Here is another instance: 

In one company a large mailing to cus- 
tomers was permanently eliminated, re- 
ducing the activity of the mail room by 
90%. Several days later the mail room 
supervisor was lneard to remark that the 
company could hardly expect to save any 
money since he still had the same clerks 
and planned to keep them. 





















5. EVALUATION 

Lower clerical costs are to be anticipated 
through the processes and approaches out- 
lined above. While it is possible to forecast 
these cost reductions accurately, the reali- 
zation of the savings does not follow auto- 
matically. Actual savings are attained only 
by measuring accomplishments against the 
forecast and tracking down discrepancies. 
Follow-up can produce results like this: 

A central transcription group under- 
went an extensive change in equipment, 
methods and procedures, including the 
automatic recording of production on key- 
stroke counters. Whereas a 40% gain in 
productivity was anticipated, no initial in- 
crease in production was realized. Review 
indicated a laxity on the part of super- 
vision. When corrected, increase in pro- 
ductivity met expectations. 

Measurement of results will justify the 
economics of the program, will establish a 
basis for analyzing the variations from ex- 
pectations, and will form the basis for 
further improvement. 




















IMPROVING CONTROL 

Many companies have arrived at sound 
solutions to their problems of management 
control and related clerical problems. 
Their creed has been management control 
rather than operational expediency. Com- 
panies seeking to improve control, to take 
advantage of electronic methods, to reduce 
clerical costs, or to adjust clerical require- 
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ments to the labor market, must take the 
same view. 

Where managements have successfully 
solved their clerical problems, they have 
either established their own analytical staff 
or have called on the services of qualified 
independent counsel. There are advan- 
tages to both approaches. Basically, the ap- 
proach which should be used depends 
upon the size of the company, the magni- 
tude of its problem, the speed with which 
the solution is needed, and the capacities 
and abilities of available personnel. In the 
determination of how the problem shall be 
met and who shall solve it, competence is 
of the utmost importance. The amount of 
savings and the improved value of the 


; BOSTON 6 CHURCH STREET ATLANTA 
work done by clerical staffs increases in PHILADELPHIA NEW YORK, N.Y. CHICAGO 
direct proportion to the competence and ripen cinta prieares 

c= he | 





experience of those involved in the solu- 
tion. 

The twin clerical problems of increased 
cost and increased personnel can be solved. 
What is termed “electronics thinking” will 
lead to the solutions: the application of 
orderly thinking yields orderly results, for 
any company can apply self-criticism in an 
unbiased manner and follow with a mini- 
mum of compromise the direction indi- 
cated by modern techniques. 
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Controller Education, West Coast Resources 
Main Topic at Western Regional Conference 


HE 1954 WESTERN CONFERENCE of 

Controllers Institute—held in Victoria, 
B. C., at the ivy-covered, world-famous 
Empress Hotel, on June 3-5—brought to- 
gether more than 100 controllers with 
their wives and guests. 

The technical sessions of the Confer- 
ence included discussions of present-day 
controllership responsibilities, educational 
training for controllership, administrative 
leadership problems, and a comprehensive 
review of West Coast natural resources. 
The scenic boat trips to and from the 
southern tip of Vancouver Island high- 
lighted the nontechnical portion of the 
Conference. The Conference was co-spon- 
sored by the Seattle, Washington, and 
Vancouver, B. C., Controls and included 
participation of the Portland, San Fran- 
cisco, Los Angeles and Phoenix Controls. 


ADMINISTRATIVE LEADERSHIP 

The opening technical session consisted 
of a round table discussion on human re- 
lations in business. This session took place 
Friday morning, June 4, and was preceded 
by a welcome to British Columbia by the 
Honorable R. W. Bonner, Attorney Gen- 
eral of British Columbia. 

Guest speaker for the opening session 
was Professor John E. Sullivan, Industrial 
Representative, Northeastern University, 
Boston, Massachusetts. In discussing some 
of the prerequisites for effective adminis- 
trative leadership, Professor Sullivan in- 
dicated that the administrator must be 
emotionally mature, capable of handling 
unpleasant human difficulties, and that at 
all times he must be completely aware of 
the feelings and sentiments of his em- 
ployes. Self-analysis on the part of the ad- 


a 


ministrator was described as an important 
step in obtaining maximum cooperation 
from and gaining effective results with 
employes. Among the attributes which 
were considered essential for effective ad- 
ministrative leadership were such factors 
as the reputation for being fair and con- 
siderate, the ability to give criticism tact- 
fully and constructively, a sincere interest 
in the work and personal welfare of em- 
ployes, a willingness to admit being wrong 
once in a while and the assumption of re- 
sponsibility for the actions of employes. 


CONTROLLERSHIP RESPONSIBILITIES 

As first speaker in the Saturday morning 
session, which was conducted under the 
general theme of ‘Controller Education,” 
James L. Peirce, vice president and con- 
troller of the A. B. Dick Company, Chi- 
cago, Illinois, spoke on the subject “Duties 
of the Controller in the Modern Concept 
of Management.” 

Mr. Peirce prefaced his remarks with a 
discussion of the relationship between 
controllership and finance and also a te- 
sume of the historical development of the 
duties and responsibilities of the control- 
ler. “The first income tax law in the 
United States, passed in 1913, raised the 
curtain on modern accounting,” he said. 
“Bookkeepers grew into accountants. Busi- 
ness developments in the 1920's loaded 
them with new dnties in which they di- 
rectly assisted toy» management.” ‘‘Many 
companies,” he si‘d, “sensing the need to 
elevate their chief accountants into the 
management strata, endowed them with 
the title, ‘controller’ or ‘comptroller’ and 
their duties were again expanded.” 


BREAKFAST MEETING of officers and directors of Controls in Region X under the chair- 
manship of Wagner d’Alessio, California Casualty Indemnity Exchange Index Under- 
writers, Inc., retiring president of the San Francisco Control (seated second from right). 
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Mr. Peirce stated that the duties and re- 
sponsibilities of the controller continued 
to expand throughout the era of big gov- 
ernment during the 1930's and particularly 
during World War II. He stated that at 
some time during this metamorphosis it 
became clear that the controller ‘‘could 
not report to anybody but the responsible 
chief executive if he was expected to do a 
real job of control.” 

Controllership must be clearly distin- 
guished from finance, Mr. Peirce indi- 
cated, even though both functions are, in 
many instances, assigned to the same in- 
dividual. He referred to accounting as a 
separate science which also must be dis- 
tinguished from controllership, even 
though the controller undeniably practices 
accounting within his own company. 
“Controllership,”” he said, ‘‘is more closely 
allied to business management and organi- 
zation and to the science of human rela- 
tionship than it is to the science of account- 
ing. 

Mr. Peirce discussed the six functions 
of controllership as defined by the Insti- 
tute and concluded his remarks with what 
he referred to as the only dissension he 
has with our educational institutions, 
namely, that they “persist in attaching 
courses in controllership to their depart- 
ments of accounting when, to my way of 
thinking, such courses really belong in the 
departments of business management.” 


EDUCATION 

J. Hugh Jackson, Dean of the Graduate 
School of Business, Stanford University, 
the second of three speakers at the Satur- 
day morning sessien, spoke on ‘Controller 
Education.”’ In his opening remarks, Dean 
Jackson described the controller as a rela- 
tive newcomer in official corporate man- 
agement circles. “Accordingly,” he said, 
“there is still considerable variation in the 
duties assigned to the controller, and to 
the recognition given to the position.” 

Regarding the educational background 
for controllership, Dean Jackson stated 
that the ideal cleepiion “should consist 
of four years of engineering or liberal arts 
as a foundation, this to be supplemented 
by two years of intensive graduate or pro- 
fessional study in business.” With refer- 
ence to the assumption that a thorough 
groundwork in accounting is first and 
foremost in the program of education for 
the controller, he said that “while a knowl- 
edge of techniques is necessary, the major 
emphasis, even in the early presentation 
of the subject, should be upon its interpre- 
tative and managerial aspects.” 

In connection with training in account- 
ing principles and related courses such as 
the development and use of budgets and 














Left to right: Paul Haase, managing director, Con- 
trollers Institute; James L. Peirce, A. B. Dick Co., 
Chicago; Wilson K. Minor, Standard Oil Co. of 
California, San Francisco; Vincent C. Ross, Prentice- 
Hall, Inc., New York; Dudley E. Brown, Lockheed 
Aircraft Corp., Burbank; 
(speaker), British Columbia Electric Railway Com- 


W. C. Mainwaring 


pany, Ltd., Vancouver, B. C.; George W. Schwarz, 


standards, income taxation, auditing and 
cost accounting, Dean Jackson stated that 
“special emphasis should constantly be 
given to accounting reports—prepared 
promptly for all levels of management, 
and providing usable data applicable to 
each executive’s own job.” 

Dean Jackson explained his concept of 
what represents fore education for con- 
trollership by reference to the program of 
study developed in the Stanford Graduate 
School of Business during the 23 years he 
has served as its Dean. He was careful to 
point out that this represented a program 
which has been successful and pointed out 
that there may be other programs which 
may be equally successful. 

In order to round out a student’s edu- 
cation for controllership in the Graduate 
School of Business at Stanford he may 
take a special course in controllership. It 
is mot a course in accounting. It is more a 
course in accounting organization, and is 
primarily a case-study of how the control- 
ler functions, how his division of the busi- 
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ABOVE—general view of part of banquet session at the Conference. 





BELOW—banquet head table. 


Wyandotte Chemicals Corp., Wyandotte, Mich.; 
Alexander Campbell, Western Canadian Breweries 
Ltd., Vancouver; C. R. Fay, Pittsburgh Plate Glass 
Co., Pittsburgh, Pa.; Charles H. Gordon, Seattle- 
First National Bank, Seattle, Wash.; Charles Z. 
Meyer, First National Bank of Chicago, Chicago; 
C. J. Kushell, Jr., The Port of New York Authority; 


Stanley E. Le Brocq, Hamilton, Ontario, Canada. 


ness is organized, how he uses the various 
phases of accounting to serve the business, 
what kinds of reports and other aids are 
furnished the various levels of manage- 
ment, and what results are obtained. There 
are 20 sessions of the class, each session 
being for two hours in the classroom or 
for a half-day field trip to observe at first 
hand controllership in different types of 
organizations. 

Walter Mitchell, Jr., vice president of 
the Econometric Institute, Inc., New York, 
discussed recent trends in college-industry 
cooperative training. Mr. Mitchell lauded 
the Controllers Institute on the progress 
it has made in establishing active coopera- 
tion with most of the important collegiate 
centers of business training in the United 
States and Canada, in panel discussions 
with students, admitting associate mem- 
bers, employment of students and in other 
ways. 

“Cooperation between educational in- 
stitutions and the employers of the stu- 
dents who emerge,” he said, “‘is essential 
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“Our experience shows that superior 
products add only negligibly — if af all 
— to total costs. The difference — if any 
—is usually returned many-fold by 
superior service, satisfaction, dependa- 
bility and value.” Robert H. Cain, President, 
John E. Cain Company, Boston, Mass. and 
President National Potato Chip Institute. 
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in any age when techniques and methods 
are changing and developing so rapidly.” 

Mr. Mitchell added his concurrence to 
the Controllers Institute emphasis on com- 
munication as a subject needing more at- 
tention from educators. ‘Technical train- 
ing is partially lost,” he commented, “if 
the employe cannot write or state clearly 
what he has discovered or what he is rec- 
ommending.”’ He suggested also that more 
attention be given to scientific forecasting. 

Duncan I. McFadden, controller for 
Stanford University, presided at the Sat- 
urday morning Controller Education ses- 
sion. 


WEST COAST RESOURCES 

Wilson K. Minor, vice president, Re- 
gion X of Controllers Institute and assist- 
ant comptroller, Standard Oil Co. of Cali- 
fornia, San Francisco, presided at the 
Friday afternoon session, whose theme, 
“Natural Resources of the Pacific Coast,” 
provided the Conference participants with 
an up-to-date appraisal of eke and fu- 
ture possibilities in many of the majer in- 
dustries of the Pacific Coast. 

Dr. Richard Van Cleve, director, School 
of Fisheries at the University of Washing- 
ton, Seattle, pointed out several significant 
trends that have developed as to commer- 
cial and sports fishing. ‘‘For the first time 
in the history of the West Coast fisheries,” 
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he stated, ‘‘the tuna production has sur- 
passed both the value and volume of pack 
of our salmon (including Alaska produc- 
tion). He said that sports fishing in gen- 
eral on the Pacific Coast “has reached 
levels undreamed of only a short while 
ago. 
“Dr. Van Cleve further indicated that 
our ocean fishing banks contain an abun- 
dance of species which await changes in 
technology on food habits. 

Corydon Wagner, vice president and 
treasurer, St. Paul and Tacoma Lumber 
Company, Tacoma, Washington, discussed 
the forest industry on the West Coast both 
as to its past growth and possibilities for 
future development. 

The Douglas Fir forest, which was de- 
scribed as comprising 26 million acres 
extending from British Columbia to 
Northern California, bounded by the Cas- 
cade range and the Pacific Ocean, “‘ac- 
counted for over $114 billion in income 
from the sale of lumber, pulp, plywood 
and other products in 1952—a figure three 
times the agricultural output of this gen- 
eral area,” he said. 

Mr. Wagner indicated that private for- 
estry is showing vigorous leadership in 
America in providing for future needs and 
is ‘winning popular support against what 
has been a persistent endeavor of big gov- 
ernment to establish Federal controls 
which might well cripple initiative.” 
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Head table at closing luncheon of Conference—left to right (standing) in picture above: 


Edwin W. Benson, Interstate Tractor & Equip- 
ment Co., Portland, Ore.—vice 
Portland Control, 1954-55; Wagner d’Alessio, Cali- 


fornia Casualty Indemnity Exchange Index Under- 


president-elect, 


writers, Inc., retiring president of San Francisco 
Control; Thomas Chambers, British Columbia Elec- 
tric Co., Ltd., Vancouver, B. C.—retiring president, 
Vancouver Control; John E. Griffith, Phoenix Title 
and Trust Co., Phoenix, Ariz.—retiring president, 
Phoenix Control; R. A. MacDonald, National Bank 
of Commerce, Seattle—retiring president, Seattle 
Control. 

National director Alexander Campbell, Western 
Canada Breweries, Ltd., Vancouver, and Russell E. 
Earley, St. Paul and Tacoma Lumber Co., Tacoma, 
Wash.—vice chairmen of the Conference; J. E. An- 
derson, Puget Sound Power and Light Co.—General 
chairman of the Conference; George W. Schwarz, 


1953-1954 president, Controllers Institute, Wyan- 
dotte Chemicals Corp., Wyandotte, Mich.; Nelson 
Wahlstrom, Seattle, 
Wash.—Conference program chairman; Luncheon 
speaker, Dr. Hjalmer Haldaquist; N. E. Boyce, 


University of Washington, 


Safeway Stores, Inc., Seattle—Conference secretary; 
Ralph B. Bush, American Mail Line, Ltd., Seattle— 
Arrangements chairman; A. A. Erickson, Marine 
Bancorporation, Seattle—Finance chairman; Clay- 
ton E. Rogers, Puget Sound Pulp and Timber Co., 
Bellingham, Wash.—Housing chairman; Allen S. 
Porter, Sunset Electric Co., Seattle—Inter-Control 
chairman; J. O. Yeasting, Boeing Airplane Co., 
Seattle—Ladies Hospitality chairman; W. J. Pen- 
nington, The Seattle Times, Seattle—Publicity chair- 
man; Stanley P. Jones, Northwestern Glass Co., 
Seattle—Reception chairman; and F. E. Smetheram, 
University Properties, Inc., Seattle, Washington— 
Registration chairman. 
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Competent fir industry authorities, he 
stated, believe that the commercial timber 
balance of this area (estimated to be over 
600 billion board feet remaining) ‘“‘will 
decline slowly until about the year 2005, 
at which time the ever-increasing growth 
on the millions of restocked areas will 
overcome the drain, and thereafter over- 
all supply will steadily increase.” 

Dr. Ernest N. Patty, president of the 
University of Alaska, concluded the Friday 
afternoon session with a review of the 
industries in Alaska. 

Dr. Patty spoke of the great untapped 
natural resources of Alaska, its vastness 
and scenic grandeur, and its many rapidly 
growing industries. While the salmon in- 
dustry has always been the mainstay of 
Alaska economy and mining, until re- 
cently, the second largest industry, Dr. 
Patty stated that military preparedness is 
by far the big business in Alaska today. 
“The great airfields,” he said, “have meant 
huge expenditures which, in turn, have 
brought thousands of new residents and 
big business as well.” 

In addition to the great possibilities for 
cheap hydro-electric power and oil in 
Alaska, Dr. Patty is confident that there 
must be a great wealth of valuable mineral 
deposits hidden away in the fastnesses of 
Alaska. 


INDUSTRIAL PROGRESS IN CANADA 


George W. Schwarz, president of the 
Controllers Institute of America, and vice 
president and treasurer, Wyandotte Chem- 
icals Corporation, Wyandotte, Mich., pre- 
sided at the Friday evening banquet. Guest 
speaker for the banquet was W. C. Main- 
waring, vice president of the British Col- 
umbia Electric Railway Company, Limited, 
Vancouver, B. C. 

Referring to the phenomenal populatic: 
growth and economic and industrial ex- 
pansion that has taken place in British 
Columbia since 1945, Mr. Mainwaring 
said, “It is difficult to say that any single 
factor brought this about other than to 
say there was a sudden appreciation of the 
extent of our vast natural resources, with 
a resultant pouring in of investment capi- 
tal.” 

The Ladies Program during the course 
of the Conference included attendance at 
a cocktail party followed by a dinner dance 
on Friday evening, a brunch at the Em- 
press Hotel followed by a tour of Vic- 
toria’s scenic spots on Friday morning and 
a banquet Friday evening. 

The Conference program also included 
a Breakfast Meeting of officers and direc- 
tors of Controls in Region X, which was 
under the chairmanship of Wagner J. 
d’Alessio, retiring president of the San 
Francisco Control, and treasurer, Califor- 
nia Casualty Indemnity Exchange Index 
Underwriters, Inc. ; as well as a meeting of 
the National Board of Directors of the In- 
stitute on Saturday afternoon following 
the close of the Conference. 
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Now! HALFTONES as well as LINE WORK 
can be copied by MEROGRAPH Y 


ONTO PAPER MASTERS FOR DuPLICATING JW oS MINUTES! 


Use of the new XeroX Tone Tray in copying line and halftone sub- 
jects onto paper masters by xerography offers a quick way of providing 
a few, or many, copies of catalog sheets, price lists, bulletins, magazine 
articles, at costs considerably less than by conventional methods. 

Photo shows paper master of line and halftone subject prepared by 
xerography in XeroX® Lith-Master* copying equipment with new 
XeroX Tone Tray. Copies run off on offset duplicator from this paper 
master are also shown. 

Xerography is used by companies of all kinds, large and small, in 
thousands of applications copying forms, letters, charts, bulletins, sales 
manuals, engineering drawings, etc., for duplicating. Anything written, 
typed, printed or drawn can be copied onto paper masters by xerog- 
raphy with XeroX Lith-Master copying equipment. 

For use in diazo type machines, translucent intermediates can be 
made from any original subject in the same speedy way. 

Write for complete information, and proof of performance folders, 
on what xerography can do to cut your duplicating costs. 

°a TRADEMARK OF THE HALOID COMPANY 
THE HALOID COMPANY 


54-83X HALOID STREET © ROCHESTER 3, NEW YORK 
Branch Offices in Principal U.S. Cities and Toronto 


XEROGRAPHY 


: The fastest, cheapest, most versatile way to make masters for duplicating 
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Marketing Costs 
Sky High? 


Are you doing something about it? 
Do you still lump all marketing costs and 
charge same as an over-all percentage to ALL 
products and to ALL classes of customers? 


FOR A NEW LOOK at Marketing Costs 
Accounting you should see 


PROFIT 
ANALYSIS 


DISTRIBUTION COSTS 
AND WORKING PAPERS 


by Frederick M. Eisner, B.C.S., LL.M., C.P.A. 


The FIRST book to explain as well as profusely 
illustrate this immediately practical subject. 


IT SHOWS HOW TO: © find out which ac- | 


tivities are profit makers and which are profit 
eaters * allocate marketing costs more equitably 
to obtain true sales costs * prepare simple, 
forward-looking, informative statements of op- 
erations for each Department and Commod- 
ity * pin-point weak spots for appropriate cor- 
rective action ¢* fit sales prices to different 
methods of sale or delivery. 


It describes incentives inspiring department 
managers and salesmen ° illustrates budgets and 
interprets variances therefrom * gives successful 
current practices and procedures for watching 
and controlling the efficiency of every operation 
of the business. 


384 pages including 100 pages of forms, state- 
ments and how-to-do-it working papers. Use- 
fully practical * easy to understand * many 
priceless ideas. 


CHARLES EISNER, Dept. C., 
70 Linda Avenue, White Plains, New York 


Send us a copy of “Profit Analysis, Distribution 
Costs, Working Papers”—the new and timely book 
on Managerial and Sales Price Accounting. We 
enclose $10 with the understanding we can return 
the book within 10 days of receipt if not fully satis- 
fied with its contents. 
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SHORT REVIEWS FOR LONG DAYS 


CREDIT AND COLLECTION 
MANAGEMENT 
(Second Edition) * 


By William J. Schultz 
and Hedwig Reinhardt 


The techniques, principles and policies 
of hick eather eae and retail credit analy- 
sis are reviewed by professional credit 
men. The book analyzes the various 
sources of credit information in different 
lines of business, discusses and clarifies the 


| making of credit decisions, outlines col- 


lection procedures and provides examples 
of effective collection correspondence. 
Adjustment in bankruptcy procedures 
for mercantile credit managers is also cov- 
ered. Office routines are explored, as well 
as office equipment and credit and collec- 
tion personnel. Separate chapters treat the 
special problems of mercantile installment 
credit and export credit and collections. 


" Published by Prentice-Hall, Inc., 70 Fifth 
Avenue, New York. $9.00. 


CAPITAL AND OUTPUT 
TRENDS IN 
MANUFACTURING 
INDUSTRIES 


(Occasional Paper 41) * 
By Daniel Creamer 


American factories today produce much 
more output with the same amount of capi- 
tal than they did in 1919. This generaliza- 
tion holds true not only for manufactur- 
ing as a whole but for each of its impor- 
tant branches. Between 1880 and 1919, 
however, just the contrary was true. 

In that 40-year period, the ratio of capi- 
tal to output increased, i.e., capital grew 
more rapidly than output. The change in 
1919 is due, according to the author, to 
the fact that prior to World War I, the 
predominant trend in most manufacturing 
establishments was the substituting of ma- 
chines for labor, whereas after World 
War I, the trend was a continual advance 
in the efficiency with which capital was 
employed due to technological improve- 
ments and greater managerial skill. 


In both periods, output per man-hour 
increased markedly. Between 1880 and 
1919 this was mainly the result of the 
fact that men were continually doing more 
by machine and less by hand, whereas after 
1919 the mechanization process was 


largely complete and improving quality of 
plants and machines themselves enabled 
each man to increase his output. 


* Published by National Bureau of Economic 
Research, Inc., 1819 Broadway, New York 23, 
N. Y. $1.50. 


MANUAL OF EXCELLENT 
MANAGEMENTS 
1954 EDITION* 


A continuing activity of the American 
Institute of Management is a compara- 
tive study of some 4,000 American and 
Canadian companies in all branches of 
business. One of the primary results of 
this research is the selection of those 
companies whose management practices 
are worthy of a rating of “excellent.” 
The 1954 issue of the Manual contains 
all 348 companies found to be excel- 
lently managed for the year 1953. These 
companies are listed alphabetically by 
industry, geographically and by AIM 
rating. One of the more interesting fea- 
tures of the current Manual is the 10- 
page management audit of the National 
Cash Register Company. 

The attempt to give a mathematical 
rating to an intangible such as manage- 
ment performance involves many prob- 
lems. AIM believes that the basic cate- 
gories to the managerial function re- 
solve themselves to 10 no matter what 
the industry. These 10 categories are 
functional subdivisions of the manage- 
ment process and do not coincide with 
the formal structure or organization of 
any single organization. The Manual 
lists the 10 functions which include: 
Corporate structure, research and devel- 
opment, fiscal policies, sales vigor and 
executive evaluation. For each of the 10 
categories there are several paragraphs 
devoted to the criteria plus a list of ques- 
tions which were asked. In an actual 
management audit AIM has a set of 301 
questions which enable experienced 
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management men to perform the data- 
gathering aspect of the audit. 

A study of the questions listed in the 
Manual may well give top management 
of nonrated firms an idea as to how to go 
about their own self-audit. 

Appendixes in the Manual include a 
list of excellently managed companies; 
those with outstanding earnings growth 
potential; those with a period of unin- 
terrupted cash dividends; and excel- 
lently managed companies with out- 
standing stability of net income. 


* Published by the American Institute of 
Management, 125 East 38th Street, New York 
16, N. Y. $20.00. 


POST-RETIREMENT BENEFITS* 
By Theodore L. Turney 


The post-retirement benefits policies 
and procedures of over 100 outstanding 
corporations of the country, as shown by 
the actual responses and reproduced by 
the photo offset process, are included in 
this 133-page report. Companies covered 
in the questionnaire range from aircraft 
manufacturing through utilities. 


* Published by Theodore L. Turney, 141 
Broadway, New York 6, N. Y. $50.00. (Free 
prospectus avatlable upon request.) 


OTHER BOOK ENTRIES 


WHAT'S THE ANSWER? A Brief Guide to 
Sources of Business Statistics. Economic 
Research Department, Chamber of Com- 
merce of the United States, Washing- 
ton 6, D. C. 50 cents. 


BETTER SALES THROUGH CREDIT. By Jo- 
seph L, Wood. Vantage Press, Inc., 120 
West 31st Street, New York 1, N. Y. 
$3.00. 


How AND WHEN TO CHANGE YOUR JOB 
SUCCESSFULLY. By Walter Lowen. S/- 
mon and Schuster, 630 Fifth Avenue, 
New York 20, N. Y. $2.95. 


INSIGHT INTO LaBor IssuEs. Edited by 
Richard A. Lester, Princeton University, 
and Joseph Shister, Yale University. 
The Macmillan Company, 60 Fifth Av- 
enue, New York. $4.50. 


HANDBOOK OF STANDARD TIME DATA 
FOR MACHINE SuHops. By Arthur A. 
Hadden and Victor K. Genger. The 
Ronald Press Company, 15 East 26th 
Street, New York. $10.00. 


Cost ACCOUNTING. By John G. Blocker 
and W. Keith Weltmer. McGraw-Hill 
Book Co., Inc., 330 W. 42nd St., New 
York. $6.50. 


SOLUTIONS TO C. P. A. PROBLEMS. By 
Jacob B. Taylor and Hermann C. Miller. 
McGraw-Hill Book Co. Inc., 330 West 
42nd Street, New Y ork 36, N. Y. $7.50. 
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RESEARCH REPORTS 
THAT ARE ‘MUST’ READING 
FOR ALL EXECUTIVES! 


If you have these studies alréady, route them around for 
others to read and profit by. If not ORDER TODAY! 





TITLE 
Apportionment and Allocation Formulae and Fac- 
tors Used by States in Levying Taxes Based on or 
Measured by Net Income of Manufacturing, Dis- 


tributive and Extractive Corporations (1954) 73 pp... . . 


Business Consultants: Their Uses and Limitations 


| (1951) 31 pp. ......... 


Business Forecasting (1950) 70 pp. ................ 


Setting Salaries in the Controller’s Department 
SUIT oes Wao « noe a Cs FEROS os 


Facts and Figures for Collective Bargaining: The 
Controller’s Role (1950) 86 pp. ................4.. 


Meeting the Challenge of the Buyer’s Market 
CRON NN Se ss oon os aye 0. Ogi m a eel e 


What People Want to Know About Your Company 
(1948) 63 pp. ......... 


(To members 
of Controllers 
Institute) 








CONTROLLERSHIP FOUNDATION, 
Research Arm of Controllers Institute 


ONE EAST FORTY-SECOND STREET, NEW YORK 17, N. Y. 


INC, 











“New Way” Pension 


(Continued from page 317) 


RELATIONSHIP TO C/L 

Rising prices are normally to be ex- 
pected over the long range, unless the 
whole economic history of the world is re- 
versed in future years. If the half-century 
from 1901 to 1950 is divided into 20-year 
periods (1901-21, 1902-22, etc.) it will 
be seen that living costs increased in 25 of 
the 30 periods. In ten of the 30 periods, 
the increase was over 75% and in 17 of 
the 30 periods the increase was over 33%. 
The average increase for all 30 periods 
was 43.8% while the increase in the 25 
periods for which there was an increase 
averaged 55.6%. On the other hand, the 
maximum decrease in price levels (1920 
over 1940) was only 30.1% and the aver- 
age decrease for the periods in which de- 
creases were shown was 15.3%. This in- 
crease (or decrease) and percentage in- 
crease (or decrease) in living costs during 
each of the 20-year periods covered by the 
other tables is shown in Table IV. 

From the long-range point of view, a 
chart of the price of gold in England from 
1280 to 1950 shows that until the 1700's 
there was a substantial and almost constant 
upward trend for each century. The price 
plateau for most of the 1700's and 1800's 
was followed by a new rise during World 
War I which continued at an even higher 
rate through World War II and up to 
1950, the period which we have under 
study. 


TABLE IV 


Cost of 
Living 
Index 


20- Year 


Year Periods 


1901 
1902 
1903 
1904 
1905 
1906 
1907 
1908 
1909 
1910 
1911 
1912 
1913 
1914 
1915 
1916 
1917 
1918 
1919 
1920 
1921 
1922 
1923 
1924 
1925 


58.0 


1901-21 
1902-22 
1903-23 
1904-24 


1905-25 


THE 


Period 
Increase 
(Decrease) 
C/L Index 


So, after consulting both ancient and 
modern economic history, the evidence in- 
dicates that the long-range inflationary 
pattern is not usually one of sharp upward 
movements followed by a plateau for a 
protracted period, but, rather, a reasonable 
steady upward trend, with occasional dips 
and levelling out of the chart lines. There 
seems to be little doubt that, because of the 
lengthy period of accumulation and dis- 
tribution inherent in pension planning, in- 
flationary trends may reasonably be ex- 
pected during these ‘me with respect 
to almost all pension beneficiaries, regard- 
less of when they enter the plan in the fu- 
ture and when they retire. 

Then, too, it should be re-emphasized 
that if market values should decline dur- 
ing the retirement period, so that the pro- 
ceeds of the sale of shares of stock allo- 
cated to the particular beneficiary produce 
a smaller number of dollars in one or more 
years, there is a reasonable expectation that 
living costs will have declined in a sub- 
stantially equal ratio, so that the reduced 
number of dollars will still produce the 
steaks, bottles of milk, clothing and shelter 
which form the standard of living the 
pensioner expects and requires. 


PUTTING THE “NEW WAY” PLAN 
INTO OPERATION 

What type and size of corporation can 
adopt this plan ? The answer appears to be 
“all types and sizes.”’ But the corporate ex- 


Period | 
% Inc. or | 
(Dec.) in | 
Cost of L. 


Cost of 
Living 
Index 
126.4 
124.0 
122.6 
122.5 
119.4 
108.7 
97.6 
92.4 
95.7 
98.1 
99.1 
102.7 
100.8 
99.4 
100.2 
105.2 
116.5 
123.6 
125.5 
128.4 
139.3 
159.2 
171.2 
169.1 





ecutive of the smaller-sized corporation 
may wonder “How would we go about 
putting such yA as into effect; how could 
we obtain sufficient mortality dispersion, 
and diversity in the selection of the com- 
mon stocks purchased; and how could we 
educate our employes to accept such a far- 
reaching change in pension Sincing r" 

As to the first question, all that is 
needed is a pension consultant or firm with 
sufficient actuarial and financial experience 
and knowledge of the “New Way” 
method. These services are usually obtain- 
able at moderate cost. Where considerable 
numbers of employes are affected, a baak 
or trust company is customarily employed 
to act as trustee of the pension trust, taking 
over the technical details of the adminis- 
tration of the trust and, if desired, the in- 
vestment program as well. 

Mortality dispersion is obtainable even 
for small groups to a reasonable degree 
under the trusteed type of pension plan. 
Actual experience indicates that the 
chances of a variation from normal life ex- 
pectancy in a group of 20 may not exceed 
5% in more than one in every four cases. 
But here, too, combination may eliminate 
or mitigate the risks. Just as a mutual fund 
provides selectivity in investment, so com- 
bination with other trusts will reduce 
mortality risks. A leading bank already 
offers such a combined fund of the con- 
ventional type, but there would seem to be 
no reason why similar combinations could 
not be made under the ‘New Way”’ sys- 
tem. 

Sufficient diversity of stocks can usually 
be obtained by direct investment, except 


Period 
% Inc. or 
(Dec.) in 
Cost of L. 


Period 
Increase 
(Decrease) 
C/L Index 


20- Year 
Periods 


62.8 
56.8 
58.3 
58.2 
51.5 


1906-26 
1907-27 
1908-28 
1909-29 
1910-30 
1911-31 40.8 
1912-32 25.5 
1913-33 21.7 
1914-34 23) 
1915-35 25. 
1916-36 

1917-37 

1918-38 

1919-39 

1920-40 

1921-41 

1922-42 

1923-43 

1924-44 

1925-45 

1926-46 

1927-47 

1928-48 

1929-49 

1930-50 


98.7% 
84.5% 
90.7% 
90.5% 
75.8% 
60.1% 
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where the group of employes is quite small, 
say less than 20 or 30. In the latter case, 
this problem can be solved by purchase of 
shares of mutual funds which invest in a 
diversified list of common stocks. While 
most such funds have a considerable sell- 
ing charge connected with the initial in- 
vestment, the long period that the shares 
would be held under the pension plan 
merits amortization of this charge without 
substantial diminution of income. 

Finally there is the question of educat- 
ing employes. The “New Way” idea has 
already been accepted by employes of one 
corporation, but this was not on a contrib- 
utory basis. 

If a corporation desired to introduce the 
“New Way” pension method gradually, it 
might first offer its top executive super- 
visory personnel an opportunity to with- 
draw from the then existing fixed-dollar 
plan and join a new pension trust. Nor- 
mally, these top echelon officers and em- 
ployes understand the advantages of pur- 
chasing common stock equities to increase 
their income. Quite often they are also in 
a better financial position to undertake 
whatever risks may be inherent in the 
equity investments, although as this paper 
has tried to show, these risks over a long 
range should not be serious in terms of 
purchasing power. These higher-paid offi- 
cers and employes are also likely to have 
a higher average age than other employes 
and thus will have fewer years ahead to 
build up an adequate pension before re- 
tirement age. Finally, this group will have 
benefited less than other employes from 
increases in provisions for social security 
payments. 

For the foregoing reasons, the ‘New 
Way” pension may have the most appeal 
at first to the relatively small groups of 
executives and supervisors. As outlined 
above, investment in a mutual fund would 
solve the problem of diversification. If 15 
or more employes were in such a group, 
mortality dispersion should be reasonably 
satisfactory and, with a limited number, 
the company might itself administer the 
plan at practically no cost, with its officials 
acting as trustees. 

Theequity-investments-for-pensions plan 
has been approved by the Internal Reve- 
nue Service as complying with the provi- 
sions of the tax law relating to pension 
plans in the case of the corporation, previ- 
ously referred to, which adopted the 
methed on a noncontributory basis. While 
the question of discrimination in the case 
of applying the “New Way’ plan to a 
group of top echelon executives has not 
been formally passed upon, informal dis- 
cussions with IRS officials in one case indi- 
cated that such a plan would be satisfac- 
tory if the contributions by the corpora- 
tion were uniform as to percentage with 
respect to all employes. In cases where the 
plan was initially limited to a small group, 
it could subsequently be extended to other 
groups and ultimately to all employes. 
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{| Baltimore Business Form 


Until a few years ago, most banking 
institutions used deposit systems 
that involved many separate opera- 
tions—in some cases up to 14 dis- 
tinct steps. Since then, bank after 
bank has turned to us to help speed 
up this time-consuming operation. 
Today, by adopting forms designed 
by Baltimore Business Forms ex- 
perts, 4 motions take the place of 
the previous 14. Time and money is 
saved. Business is expedited. 


WHAT’S YOUR PROBLEM? 
Leading department and retail 
stores, wholesalers, delivery serv- 
ices, manufacturers, banks .. . all 
have found that Baltimore Business 
Formssave time, trouble and money. 


Why? Because Baltimore Business 
Forms are designed to fill specific 
business requirements. 


Since 1916, Baltimore Business 
Form’s design and manufacturing 
experts have solved countless prob- 
lems in serving over 60,000 of the 
nation’s leading business houses. 
Their wealth of experience ideally 
qualifies them to help you. Remem- 
ber, often a single suggestion may 
save hundreds . . . even thousands 

. . of dollars for your company. So, 
re-evaluate your present system in 
the light of today’s constantly 
changing conditions. Call in Balti- 
more for help in solving your busi- 
ness forms problems. 


BALTIMORE BUSINESS FORMS 


Saving time and reducing costs in business and industry 


The Baltimore Salesbook Company 





The Baltimore Salesbook Company, 3140 Frederick Avenue, Baltimore 29, Maryland 


We are interested in seeing samples of Baltimore Business Forms. 


Company 
Type of Business 
Address 





Now is the Time for 


Capital Outlays on Plant and Equipment 


APITAL EXPENDITURES should be made 
« in a period of readjustment, when 
there is adequate time to program plant 
and equipment improvement, says Henry 
H. Heimann, executive vice president of 
the National Association of Credit Men, 
in his Business Review. 

Mr. Heimann presents a dozen reasons 
why this competitive era is the time for 
business to get its physical house in order, 
in line with the indications, from surveys 
conducted by the Association, that capital 
investment programs will be maintained 
at a very high level, far above the average 


of several years ago, even if they don't 
duplicate the outlays of 1953. 

1. Businessmen have their eyes focused 
on the long-range situation and they know 
they must decide to get prepared for it. 

2. With many companies to benefit 
from the elimination of the excess profits 
tax, what better use could they make of 
these tax savings than to invest them in 
plant and equipment improvement ? 

3. The more realistic depreciation rate 
assured them by such a program will en- 
able them to write off these costs more 
rapidly and again present the companies 


How to Avoid “Bloodshed” In Your Office 


All signs point clearly to a revolution in office 
procedure in the months ahead. 


Management is faced with a paradoxical 
problem. On the one hand, constantly-mount- 
ing clerical costs must be reduced. At the same 
time, increasing work loads make it out of the 
question to cut down on office personnel. It’s a 
situation that calls for revolutionary methods. 


Just as “‘push-button” techniques have in- 
troduced a new era in production, automatic 
methods through “mechanical brain” equip- 
ment are providing the most practical means 
for slashing clerical costs and improving office 
procedure. 


Since 1933, Statisticai Tabulating Company 
has been working with management in apply- 
ing the speed, efficiency and economy of 
mechanical facilities to clerical requirements. 
Today, this organization provides a service 


s{c 


that utilizes the wonder machines and auto- 
matic techniques to revolutionize office proce- 
dure and reduce costs to a minimum. Through 
it, office loads are being re-appraised and re- 
aligned. Manual operations are giving way to 
mechanical tabulating. Machine accounting is 
opening new avenues of savings in time, 
personnel and money. 


No question about it—the automatic age in 
office operations is dawning, creating a blood- 
less revolution all over the country. The con- 
tinuing expansion program at STATISTICAL re- 
fiects the faith of this organization in ‘“‘push- 
button” techniques as the solution to excessive 
clerical costs and increasing work loads. 


SratTisTscaL’s long experience is available to 
you in getting a quick appraisal of your clerical 
picture. It’s a situation that calls for action . . . 
now. That’s why it will pay you to talk over 
your problem with a SratisticaL methods 
engineer. Just phone or write the SraTIsTICAL 
office nearest you for an appointment at your 
convenience. No obligation, of course. 


STATISTICAL TABULATING COMPANY 


Established 1933 * 


CHICAGO 
53 W. Jackson Blvd. 
HArrison 7-4500 
NEWARK 
National-Newark Bldg. 
MArket 3-7636 


NEW YORK 
89 Broad Street 
WHitehall 3-8383 


CLEVELAND 


Michael R. Notaro, President 


ST. LOUIS 


411 No. Tenth St. 
CHestnut 1-5284 


1367 East 6th Street 
SUperior 1-8101 


with a short range tax saving. While later 
they may have to pay these deferred taxes 
indirectly through increased income, Mr. 
Heimann points out that it is a safe bet to 
assume that later on, in an intensely com- 
petitive economy, their earnings per dol- 
lar of sales will be reduced. 

4, The need of keeping production 
costs to a minimum will require a modern 
plant and the most efficient equipment to 
enable a company to produce at a com- 
petitive cost in a more difficult business 
period. 

5. This year will present a very good 
time to borrow money at attractive rates 
for the long-range pull, under the easy 
money policy that will be maintained by 
the Government, due to its heavy matur- 
ing obligations. 

6. There is no better time than now, 
when production is not crowded and over- 
time operation is not necessitated, to 
tidy up the business, just as in the home 
there is the traditional spring houseclean- 
ing. 

7. With good labor relations a necessity 
for years to come, a company will be able 
to bid more successfully in the labor mar- 
ket if it has a modern plant, good work- 
ing conditions, accident prevention ma- 
chinery, good lighting conditions, fine 
ventilation. 

8. Most business managements dislike 
laying off their good workmen. Tidying 
up jobs, rearranging and relocating must 
be done some time or other, and there is 
no better period to do them than when you 
have the time for better planning. 

9. Your dollar (for modernization) 
will be much better invested by avoiding 
the waste and inefficiency of rush jobs. 

10. Reviewal of plant and warehouse 
locations, as well as the sites of branch 
offices, which many companies will do in 
a readjustment period, permits more effi- 
cient programming of capital expendi- 
tures on such projects. 

11. This period is best for appraisal of 
office overhead expense—type of equip- 
ment, layout of desks, and other opera- 
tional facilities. In a rush sellers’ market 
most offices become overcrowded and in- 
efficient, and operate with equipment that 
may be close to obsolete. 

12. Installation of automatic machines 
and other labor-saving devices, coupled 
with rearrangement of plant and layout, 
can make for greater efficiency of opera- 
tion and economy of production—and 
these are the days to determine if such a 
project is feasible. In the long range of 
business, modern methods expand rather 
than restrict jobs. 
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LONG SHOTS & CLOSEUPS WITH THE CONTROLLER CAMERA 


Atlanta, Ga. 
The Atlanta Control of Controllers In- 
stitute of America celebrated its Tenth An- 


niversary on the evening of April 29 at the 
Atlanta Athletic Club. 


Left to right seated: Todd G. Cole, 
Delta-C & S Air Lines and a director of 
the Control; Ray Spitler, Piedmont Hotel 
Co., a charter member of the Control; 
Herman W. Boozer, Georgia Power Co., 
charter member; Dr. E. W. Swanson, pro- 
fessor of Economics, Emory University, 
School of Business Administration, guest 
speaker; Ray C. Johnstone, Blalock Ma- 
chinery & Equipment Co., president of the 
Control; C. C. Lay, The Wheland Com- 
pany, Chattanooga, vice president Region 
V of the Institute; James B. Pollard, Co- 
lonial Stores Incorporated; and H. W. 
Fraser, Jr., Citizens and Southern National 
Bank, Control director. 





Left to right standing: Jackson O. Shu- 
ford, Columbia Baking Company; C. A. 
Little, Scripto, Inc., charter member of the 
Control; Lemore H. Van Riper, National 
Manufacture & Stores Corp., charter mem- 
ber; J. P. Steele, Jr., Jacobs Pharmacy Co., 
Inc., charter member; Gordon B. Schaefer, 
Southeastern Pipe Line Company, vice 
president of the Control and a charter 
member ; H. R. Stone, guest, vice president 
Southern Bell Telephone and Telegraph 
Co.; Crawford Clark, guest, vice presi- 
dent, Federal Reserve Bank; R. F. Col- 
trane, Southern Bell Telephone and Tele- 
graph Co.; Winslow E. Pike, The First 
National Bank of Atlanta; Douglas F. 
Hampson, American Bakeries Company; 
Rowland Bryce, The Georgia Marble Co., 
charter member; Franklin C. Hill, South- 
ern Wood Preserving Company, charter 
member; Russell Baker, retired, charter 
member; and Charles H. Burns, Fulton 
Bag and Cotton Mills. 


Columbus, Ohio 


In the picture left below, Merle Hostet- 
ler (left), director of research, Federal Re- 
serve Bank of Cleveland, Ohio, chats with 
George W. Schwarz (center), vice presi- 
dent and treasurer, Wyandotte Chemicals 
Corporation and 1953-54 president of 
Controllers Institute of America, and Pro- 
fessor Hermann C. Miller, chairman of 
the Department of Accounting at Ohio 
State University. Occasion was the con- 
cluding session, May 21, of the 16th An- 
nual Institute on Accounting at the Uni- 
versity at which Mr. Hostetler was the 
principal speaker and Mr. Schwarz was the 
presiding officer. 

Right below, Clarence W. Snyder, con- 
troller, John A. Roebling’s Sons Corp., 
Trenton, N. J., addresses the opening ses- 
sion of the 16th Annual Institute on Ac- 
counting at Ohio State University on the 
subject of “Interpreting Figures for Op- 
erating Management.” 
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LONG SHOTS & CLOSEUPS WITH THE CONTROLLER CAMERA 


San Yrancisce 


Members of the San Francisco Control 
observed the 20th Anniversary of its or- 
ganization at a dinner meeting at the St. 
Francis Hotel on May 27. 


PICTURE A—General view of the gather- 
ing. Those at the head table were: 


Wilson K. Minor (Standard Oil Co. of Cal- 
ifornia), vice president of Region X and a past 
president of the Control; Vincent C. Ross (Pren- 
tice-Hall, Inc.), director at large and a past 
president of the Institute; Victor L. Thomas 
(Moore Business Forms, Inc., Pacific Div.), 
president-elect of the San Francisco Control; 
Dean J. Hugh Jackson (Stanford University) ; 
Wagner J. d’Alessio (California Casualty In- 
demnity Exchange Index Underwriters, Inc.), 
retiring president of the San Francisco Control. 

George W. Schwarz (Wyandotte Chemicals 
Corp.), national president of the Institute; 
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Harry R. Lange (Cutter Laboratories), chair- 
man of the anniversary observance and a past 
president of the San Francisco Control; Paul 
Haase, managing director, Controllers Insti- 
tute; Wm. Herbert Carr (California Packing 
Corp.), a past president of the Institute and a 
past president of the San Francisco Control; 
C. R. Fay (Pittsburgh Plate Glass Co.), presi- 
dent-elect of the Institute, 1954-55, and vice 
president, Region IV; Dudley E. Browne (Lock- 
heed Aircraft Corp.), Institute national director. 


PICTURE B—(above right) Dean Jackson 
(left), who with George Schwarz (cen- 
ter) and Paul Haase (fourth from the 
left), addressed the anniversary dinner. 
Dean Jackson had spoken at the first meet- 
ing of the San Francisco Control in 1934 
as well as at the 10th anniversary dinner in 
1944. Vincent C. Ross is second from the 
left and C. R. Fay at the extreme right. 


PICTURES C & D (lower left and right) 
Sixteen of the San Francisco Control presi- 
dents were in attendance at the celebration 
and were given specific recognition during 
the evening. 

Ralph C. Wamser, Cosgrove & Co., Inc. 
(president, 1948-49) ; Lloyd R. Boling, Oliver 
United Filters, Inc. (1949-50); W. L. Eggert, 
Pacific Div., Moore Business Forms, Inc. (1941- 
42); Owen T. Jones, American Trust Co. 
(1942-43); Guy P. Jones, Consolidated Chem- 
ical Industries, Inc. (1946-47). 

Charles H. Brown, Schwabacher-Frey Co. 
(1934-35); Edward V. Mills, Reynolds & Co. 
(1936-37); standing—Wm. Herbert Carr, Cali- 
fornia Packing Corp. (1944-45); John R. Mc- 
Kee, California Casualty Indemnity Co. Index 
Underwriters, Inc. (1937-38); C. C. Gibson, 
Frank L. Pollard Co. (1938-39); and charter 
members: Arthur T. Saunders, Balfour, Guthrie 
& Co., Ltd.; E. F. C. Parker, Leach Relay Co.; 
and J. F. Garvin, retired. 
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Automation for Punched Card Procedures 


A new machine providing for automatic 
transfer of data from punched cards into 
perforated tape and from tape into cards 
has been announced by Remington Rand. 
The system is particularly suited to an op- 
eration requiring a constant exchange of 
accounting information between distant 
points. 

For instance, a firm maintaining cen- 
tralized records can utilize the tape pro- 
duced by local billing to create automati- 
cally the correct punched cards for home 
office accounts receivable, inventory con- 
trol and sales statistics. 

The machine is also suited to many in- 
terdepartmental applications within one 
location. For instance, the personnel de- 
partment, while typing the usual records 
on a new employe can produce a tape for 
creating the master punched cards in the 
pay roll department. The engineering de- 
partment, while typing the bill of mate- 
rials in the usual manner, can automati- 
cally produce a tape for creating the 
punched cards used for material controls. 

The new machine punches complete 90- 
column cards automatically from _per- 
forated tape and “senses” the tape at the 
rate of 420 characters per minute. The 
rate of card-punching is determined by 
the number of columns to be sensed per 
card and the number of characters on the 
tape required for operating instructions to 
the punch. Tape controls automatically 
provide for practically all normal punch 
functions and, with suitable preparation, 
tape from 80-column cards may be used 
for conversion to 90-column cards. 

Complete tape is perforated automati- 
cally from 90-column punched cards at 
the rate of 900 characters per minute with 
a special feature enabling the machine to 
skip over card fields which are not to be 
used. The machine automatically inserts 
controls into the tape for operation of 
other equipment as required. 


Printing Calculator with 
Automatic Carriage Introduced 


The first printing calculator with fully 
automatic carriage, a completely original 
development in the calculating field, will 
soon be introduced to the American mar- 
ket. It was first introduced in Europe in 
1952 and thousands are in use. 

According to the Olivetti Corporation 
of America, this new machine, through its 
automatic features, makes a substantial 
contribution to recordkeeping speed, ac- 
curacy and efficiency. It also performs as 
a printing calculator and an adding ma- 
chine, making it, in effect, three machines 
in one. Journal and ledger sheets up to 
1434 inches wide or a 3-inch tape plus an 
1134 inch sheet can be used. 
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The carriage moves automatically; the 
desired results of calculations are auto- 
matically entered in the proper columns; 
or the carriage stops at a desired column 
and awaits an entry; in the later case, the 
operator need not remember which type 
of calculation is to be performed; this has 
been preset. The machine can be set for 
automatic shuttle carriage operation. 

The 21 separate operations, which the 
machine can be preset to perform auto- 
matically, include: addition, subtraction, 
subtotal, total, credit balance, nonadd, 
nonprint, repeat, line spacing, column 
skip, carriage advance, carriage return, 
and others. 

The machine can be quickly changed for 
an entirely different sequence of opera- 
tions. Thus one bar might be preset for 
accounts receivable, another for accounts 
payable, another for processing a pay roll 
(including computation of wages, with 
all details printed on the pay check or 
envelope as well as on the pay roll sheet). 
As a processor of figures, the machine au- 
tomatically multiplies and divides, and 
automatically employs short-cut multipli- 
cation. It adds, subtracts directly, and gives 
credit balance automatically. 
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figures elapsed time accurately 


Reliable job time records are essential for com- 
piling correct cost data, estimating reorders and 
checking on production efficiency. One sure way 
to secure accurate to the minute, 

dependable time costs is to use 

Calculagraph automatically-figured 

elapsed time records. Calculagraph 

gives you total elapsed time, 
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date on a permanent, printed 

reference card. Eliminate losses 

due to inaccurate job time cal- 

culations by using Calculagraph 

to time your operations. 


Write for full information today, 
to Dept. 336 
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Management Conference to 
Study “The Vanishing Office” 


Plans for a national management con- 
ference to study the impact of electronic 
computer mechanisms on business man- 
agement have been announced by the Sys- 
tems and Procedures Association of Amer- 
ica to be held in New York City during 
October. It will have as its objective a 
total study of all problems that manage- 
ment faces through its increasing need for 
faster reporting of information and a re- 
duction of the cost of business record- 


| keeping. 


Seminars for the intensive study and 
discussion of the new techniques will be a 
major part of the program of the confer- 
ence. Since the latest electronic equipment 
will be on display, it will be possible for 
the student of operating techniques as well 
as the top executive to make a complete 


| survey and study of new electronic meth- 
| ods. 


Highlighting the general conference 
will be talks by leading executives of na- 
tional business firms and specialists in the 
scientific and commercial electronics fields. 
In the seminats and group conferences, 
these specialists will work with the at- 
tending executives to appraise and help 
evaluate various aspects of business sys- 
tem development. 


Fires in Industry 


Increasingly complex and hazardous 
processes of manufacture are causing more 
and more $250.000 fires, according to the 
National Board of Fire Underwriters. 

Mathew M. Braidech, research director 
of the Board, remarked that large indus- 
trial fires accounted for one-fourth of last 
year's record-breaking total damage by fire 
in the United States and Canada, the fig- 
ure being 50 per cent above the 1952 fig- 
ure. 
“Of significance,” he said, ‘was the 
fact that 80 per cent of the large-loss fires 
occurred in Duildings of nonfire resistive 
construction; that a similar proportion 
were due to special hazards; 70 per cent 
had no automatic fire protection; 60 per 
cent involved excessive areas; 50 per cent 
were in plants in small or suburban areas 
where, in more than 40 per cent of the 
cases, there was insufficient water for fire 
fighting.” 

Mr. Braidech, a speaker at the annual 
convention of the Greater New York 
Safety Council at the Hotel Statler, said 
that more consideration must be given the 
engineering elements of fire and explo- 
sion safety in plant design, operation and 
maintenance. 


Profit Leaks 


How to find and plug them 
McCORMICK & COMPANY 
Cc lting Manag Engineers 
Park Building rill ak 
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Social Responsibilities 
of the Businessman 

“Let's be frank about it. If our predeces- 
sors in management, two or three genera- 
tions ago, had devoted a mere modicum 
of their time to some individual soul- 
searching about their motives, about their 
good faith, about the responsibilities they 
owe to the people—we wouldn't be facing 
some of the tough problems we face to- 
day....”". .. the very survival of pri- 
vate enterprise requires that private en- 
terprise act to maintain a productive and 
equitable relationship among these three 
pt pss The individual's right to, and 
the social necessity for, profits; the eco- 
nomic and human aspirations of all work- 
ers; and the public’s demand for an 
abundance of goods at low cost.” 


The above quotations appear in Harold 
R. Bowen's book “Social Responsibilities 
of the Businessman,” which is being is- 
sued in digest form (with permission of 
the author and Harper & Brothers, pub- 
lishers) early in July by Controllership 
Foundation, Inc., research arm of Control- 
lers Institute. This book has been widely 
acclaimed by such prominent economists 
and business executives as Sumner Slichter, 
Lamont Professor at Harvard University, 
Harry A. Bullis, Chairman of the Board, 
General Mills, Inc. and Clarence Randall, 
Chairman of the Board, Inland Steel Co. 


This Electronic World 


Availability of electronic equipment 
will be considered in one section of a new 
study being prepared by Controllership 
Foundation on corporate planning and re- 
search for business applications of elec- 
tronic machines. Preliminary analysis sug- 
gests that although many manufacturers’ 
names appear in magazine articles and list- 
ings from other sources, relatively few of 
them will market their products to com- 
mercial users within the next year. 


Net Working Capital 
Manufacturing and finance companies 
account for virtually all the growth in net 
working capital during 1953, according to 
a recently issued report of the Securities 
and Exchange Commission. The SEC also 
noted that net working capital of corpora- 
tions of the country increased in 1953, but 
at a far slower rate than in previous years. 
In 1953, corporations increased their 
holdings of cash by $400 million to a total 
$31.4 billion at the end of the year. The 
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ratio of cash and government securities to 
current liabilities remained at approxi- 
mately the same level as the year before; 
being 54 per cent at the end of 1953 com- 
pared with 53 per cent at the beginning of 
that year. 

Other changes worth noting, during 
1953, were a rise in Federal income tax 
reserves by $1.3 billion. At the end of 
1953, these reserves amounted to $19.5 
billion. Payables were reduced during the 
year by $1.3 billion to a total of $60.3 
billion. 

The 1953 rise of net working capital of 
corporations, by $2.8 billion, contrasted 
with increases of $3.9 billion in 1952, 
$4.4 billion in 1951, and $9.3 billion in 
1950. Although manufacturing corpora- 
tions, with an increase of $1.6 billion, had 
$56.3 billion of net working capital at 
the end of the year, it was the finance com- 
panies which showed a record increase of 
$1.2 billion, for a total of $6.8 billion 
net working capital at the year end. It was 
pointed out that the unusual growth in net 
working capital of finance companies re- 
flected the substantial expansion of con- 
sumer credit during the past year. 


Business Planning 

Businessmen plan to increase manufac- 
turing capacity by 16% between now and 
1956 according to a survey by McGraw- 
Hill. Other high points brought out in 
the survey include: 





1. A marked shift from defense to 
civilian production ; 

2. Capital expenditures beginning to 
swing away from expansion to moderni- 
zation ; 

3. Industry is planning new products 
and mew processes to weather stiffening 
competition ; 

4. Depreciation allowances which now 
finance a little more than half of capital 
standing are mounting rapidly; 

5. Business plans for capital invest- 
ment are flexible as business conditions 
change but there is more leeway for them 
to go up than down; 

6. About 85% of manufacturing firms 
spend all their depreciation allowances for 
plant and equipment. 


The sample survey includes companies 
employing five million workers. As the 
study makes no allowances for the change 
in the value of the dollar, to obtain the ac- 
tual physical difference between one year’s 
spending and another's the amount of 
price rise must be considered. 


College Costs 

The average cost of a year at college 
today is $1,361 according to a survey just 
completed by the Connecticut Mutual Life 
Insurance Company. This represents an 
average increase of 6% over 1949 when 
the Connecticut Mutual made a similar 
survey. Tuition fees and books now aver- 
age $469 while board and room are figured 
at $587. The cost of clothes, laundry, 
travel, etc., is estimated conservatively at 
more than $300 per year. This does not in- 
clude maintenance during summer vaca- 
tions or fraternity dues or cars. 

Cost at each of the 280 colleges covered 
in the survey are contained in the com- 
pany’s booklet “It Takes More Than 


Brains.” 
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‘Are You Swamped by 
Business RECORDS? 


Does Your Paper-work 
Have These Symptoms? 


®@ Too many forms? 

®@ Too many clerks? 

@ Unbalanced clerical payroll? 

® Too many reports? 

@ Desks stacked high with papers? 
@ Excessive work duplication? 

@ Lack of uniform procedures? 


If you recognize any of these 
symptoms in your office, you 
know that you have a paper- 
work problem—that something 
should be done about it— 
Now! 


What to do about it? 


When these symptoms are recognized, 
call in a “specialist’’ immediately—the 
Frank M. Knox Co., Inc., paper-work 
consultants to basic American busi- 
nesses for over 20 years. The low costs 
of this service will please you, and the 
results will be amazing. Why not get 
the FACTS today for YOUR business? 
There’s no obligation, of course. Just 
fill in and mail the coupon. 


FRANK M. KNOX CO. INC. 


Consultants to business 
firms for over 2 decades! 


Frank M. Knox Co., Inc. 

1009 Rockwell Avenue 

Cleveland 14, Ohio 

We are interested in complete details about the 
KNOX PLAN to reduce our paper-work and 
clerical expense. Please send this material to: 


Company.... 


ee 


Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


MR. CRAWFORD 


TOP MEN... 

Glenn H. Crawford (#1086-1937), executive 
vice president, Dunlop Tire and Rubber Corpo- 
ration, Buffalo, N. Y., was promoted to the 
presidency of the company. . . . E. J. McGrath, 
formerly vice president, General Finance Com- 
pany, Chicago, was recently elected president 
of the Fruehauf Trailer Finance Company, De- 
troit. . . . Paul A. Mattingly (#3348-1945), for- 
merly vice president, Levingston Shipbuilding 
Co., Orange, Texas, is now president, Marine & 
Petroleum Supply Company of the same city. 

Thomas A. Boyd (#2000-1941), is now presi- 
dent, Layne & Bowler Pump Company, Los 
Angeles, Calif. He was formerly secretary-treas- 
urer, Baash-Ross Tool Company of the same 
city. 


PROMOTIONS . . . 

L. H. Swanlund (#3387-1945), treasurer, 
Brunswick-Balke-Collender Company, Chi- 
cago, Ill., to vice president-finance. .. . 
Earl A. Dorsey (#3597-1946), assistant secre- 
tary, Brown-Forman Distillers Corporation, 
Louisville, Kentucky, now secretary and con- 
troller. . . . Marion M. Johnson (#3266-1945), 
assistant treasurer now treasurer of Brown- 
Forman. 

Gaylord W. Ramige (#5617-1952), comptrol- 
ler, Mutual Hospital Insurance, Inc., Indian- 
apolis, Ind., now assistant executive director 
of the Indiana Plan, was succeeded as con- 
troller by W. F. Keeler, assistant comptroller. 


MR. HANSEN 


MR. VAUGHAN 


MR. DOWNS 


Sven O. Beckman (#4882-1950), treasurer, 
Autograf Brush and Plastics Company, Inc., 
Watervliet, N. Y., to vice president in charge 
of Operations. Mr. Beckman served as a direc- 
tor of the Albany Control of Controllers Insti- 
tute, 1953-54....R. J. Humbert (#5785- 
1952), controller, Bensing Bros. & Deeney, 
Inc., Philadelphia, Pa., to treasurer. 


I. R. Hansen (#5167-1951), assistant control- 
ler, Minnesota Mining & Manufacturing Com- 
pany, St. Paul, Minn., is now assistant treas- 
urer. Mr. Hansen was a director of the Twin 
Cities Control of Controllers Institute, 1953-54, 
and a member of the national Committee on 
Federal Taxation and the Committee on State 
and Local Taxation of the Institute... . 
George J. Wachholz (#5168-1951), assistant 
controller, succeeds Mr. Hansen as controller. 


James D. Vaughan (#3671-1946), comptrol- 
ler, American Locomotive Company, Schenec- 
tady, N. Y., is now vice president. . . . Mal- 
colm C. Downs (#3741-1946), assistant comp- 
troller, succeeds Mr. Vaughan as comptroller. 
Mr. Downs served as a director of the Albany 
Control of Controllers Institute, 1953-54. . . . 
William B. Carr (#5946-1953), formerly assist- 
ant vice president, Provident Trust Company of 
Philadelphia, is now comptroller of the bank. 


Charles R. Landrigan (#4697-1949), vice pres- 


ident and controller, Detroit Edison Company, 
Detroit, Mich., was recently appointed execu- 


MR. CARR 
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tive vice president of the company. . . . Vin- 
cent F. Lechner (#5069-1951) has been promoted 
to vice president for office operations of the 
Mutual Life Insurance Company of New York. 
He was formerly manager of office operations. 
Mr. Lechner served as a director of the New 
York City Control of Controllers Institute, 
1953-54. He was also an instructor in account- 
ing for the Insurance Society of New York. 

Harry W. Siefert (#6045-1953), assistant 
comptroller, Lehigh Coal & Navigation Com- 
pany, Philadelphia, Pa., has been elected comp- 
troller. . . . Lawrence E. Moore (#2807-1943) 
has been elected secretary-treasurer of the Co- 
lonial Steel Division of Vanadium-Alloys Steel 
Company, Latrobe, Pa. He was formerly con- 
troller. . . . Alexander J. Smith (#4952-1950), 
comptroller and assistant treasurer, Pet Milk 
Company, St. Louis, Mo., is now treasurer. As 
treasurer, Mr. Smith succeeds John C. Naylor 
(#589-1935), who retains the positions of ex- 
€cutive vice president and general manager. . . . 
Darwin B. Lee was elected controller. 

Hugo Kuechenmeister (71123-1938), assistant 
vice president and assistant secretary, Ed. 
Schuster & Company, Inc., Milwaukee, Wis- 
consin, and a director of Capitol Court, the 
Schuster’s shopping center now under con- 
struction, was recently elected vice president 
and treasurer. . . . Herbert G. Schachtschneider 
{#4784-1949), controller of Schuster’s since 
1953, succeeded Mr. Kuechenmeister as as- 
sistant secretary and was re-elected to the 
post of controller. 


COMPANY MOVES... 

Robert Sauber, assistant controller of Gimbel 
Brothers, Philadelphia, Pa., will join Saks-34th 
Street, New York, on August 1 as controller 
succeeding Harry L. Margules who is to become 
controller of Gimbel Brothers, Pittsburgh, Pa. 


MR. BECKMAN 


. L. E. Walkley (#5611-1952), manager fi- 
nance, Major Appliance Division, General 
Electric Company, Louisville, Kentucky, is now 
general manager of the Trumbull Components 
Department of GE at Plainville, Conn... . 
A. V. Simpson (#5715-1952), comptroller, Gen- 
eral Electric Supply Company, Bridgeport, 
Conn., is now manager, Office Procedures Serv- 
ices, GE, Schnectady, N. Y. 

Howard L. Letts (#4057-1947), controller, 
RCA Victor Division, Radio Corporation of 
America, Camden, N. J., is now assistant gen- 
eral manager, RCA Victor Division, New York. 

. Walter A. Hensel (#5554-1952), control- 
ler, General Aniline & Film Corporation, New 
York, has been named assistant general mana- 
ger of the company’s Ozalid Division, Johnson 
City, N. Y.... Arthur J. Young (#6183- 
1954), controller of General Dyestuff Corpora- 
tion and the Dyestuff and Chemical Division of 
General Aniline, New York, succeeds Mr. Hen- 
sel as controller of GAF. 

J. R. Sanderford (#6273-1954), assistant 
comptroller, Mathieson Chemical Corpora- 
tion, Baltimore, Md., now assistant comp- 
troller, E. R. Squibb & Sons Division, Mathie- 
son Chemicals Corporation, New York... . 
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P. H. LeFevre (#5637-1952), treasurer and 
comptroller of Socony-Vacuum Overseas 
Supply Company, Fort Lee, N. J., now as- 
sistant treasurer, Socony-Vacuum Oil Com- 
pany, Inc., New York City. 

Wencel A. Neumann, Jr. (#4218-1948) re- 
cently resigned his position as vice president 
of Sales for the De Laval Steam Turbine Co., 
Trenton, N. J., to become executive vice 
president and treasurer of the De Laval Sepa- 
rator Company, Poughkeepsie, N. Y.... 
Henry T. Sjogren (#5475-1952), divisional con- 
troller, Owned and Operated Stations Di- 
vision, National Broadcasting Company, Inc., 
New York, is now assistant general manager, 
Stations WNBQ and WMAQ, NBC, Chi- 
cago, Ill. 


NEW DIRECTORS... 

Russell L. Peters (#4413-1948), financial vice 
president, Inland Steel, to Board of Joseph T. 
Ryerson & Son, Inc., Chicago. . . . Albert E. 
McCormick (#5125-1951), treasurer and as- 
sistant secretary, Revere Copper & Brass Inc., 
Baltimore, Md. . Clifford A. Hill (#848- 
1936), treasurer ‘of the Dravo Corporation, 
Pittsburgh, Pa. He is a past president of the 
Pittsburgh Control of Controllers Institute, 
1940-1941. . . . George J. Meyers, Jr. (#4758- 
1949), executive vice president, Reading Tube 
Corp., Reading, Pa... . J. P. Joice (#4835- 
1950), controller and secretary, International 
Packers, Ltd., Chicago. 


ADDITIONAL DUTIES FOR... 

Edward W. Valensi (#5906-1953), secretary 
and comptroller, North American Refrac- 
tories Company, Cleveland, Ohio, now adds 
vice president to his titles... . Joseph J. 
Koster (#4944-1950), assistant treasurer, Mills 
Industries, Incorporated, Chicago, Ill., now 
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assistant secretary and assistant treasurer. 

. Frank B. Cliffe (#4486-1949), vice presi- 
dent and chief financial officer, H. J. Heinz 
Company, Pittsburgh, Pa., now secretary of 
the company as well. 


NEW VICE PRESIDENTS .. . 

Charles L. Nielsen (#4983-1950) and Charles 
J. Kinney (#2867-1944), American Export 
Lines, Inc., New York. Mr. Nielsen was con- 
troller and Mr. Kinney was secretary-treasurer. 
Both men are members of the Association of 
Water Transportation Accounting Officers, of 
which Mr. Nielsen is a member of the board of 
governors. ...F. W. Misch (#3956-1947), 
controller, Chrysler Corporation, New York. 


NEW CONNECTIONS .. . 

William J. Reuscher (#2883-1944), formerly 
controller, the Hudson Motor Car Company, 
Detroit, Mich., has joined the A. C. Gilbert 
Company, New Haven, Conn., as secretary 
and treasurer-controller. . . . Dana G. Wager 
has joined the Dunlop Tire and Rubber Cor- 
poration, Buffalo, N. Y. as comptroller. He 
was formerly comptroller of Sloane-Blabon 
Corporation, Trenton, N. J. 








Clarence M. Bogia, Jr. (75981-1953) is now 
comptroller, Phoenixville Hospital, Phoenix- 
ville, Pa. He was formerly comptroller and 
business manager, Presbyterian Hospital of 
ory sare Pa. . . . Bayard E. Wynne (#2596- 
1943), assistant to the comptroller, Bessemer 
_ Lake Erie Railroad Company, Pittsburgh, 

, became controller of the Western Maryland 
sy Baltimore, Md., on June 1, Mr. 
Wynne is a past president of the Railway Sys- 
tems and Procedures Association. ... E. P. 
Holland was appointed assistant controller of 
WMR at the same time. 

L. E. Pfeifer (#4573-1949), resident control- 
ler, Ford Motor Company, Louisville, Kentucky, 
recently joined the Central Truckaway System, 
Inc., of the same city, as controller. . . . Oliver 
R. March (#2392-1943), formerly controller of 
Premier Mill Corporation, Geneva, N. Y., is 
now controller of TKM Electric Corp., Roch- 
ester, N. Y. . . . Marshall B. Nunlist (#3801- 
1946) was recently elected vice president-f- 
nance and treasurer of R. Hoe & Co., Inc., New 
York. He was formerly vice president of the 
Glen Alden Coal Company, Scranton, Pa. 

Continued on next page) 











Provides the last 
word in property 
control . 


@ American retrospec- 
tive appraisals establish 
unit property records 
with individual costs, 
depreciation reserves 
and provisions — 

Kept up to date, they 
are the last word in 
property control. 
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STATISTICAL CONTROLS 
and 
SAMPLING PLANS 


for 


THE OFFICE 


@ Send for folder on reducing 
clerical costs and improving 


managerial controls. 


ALEX L. HART ASSOCIATES 
35 Wall St. New York 5, N. Y. 
Whitehall 4-5896 











*OPPORTUNITIES* 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month. 


Address box number replies to THE Con- 
TROLLER, One East Forty-second Street, New 
York 17, N. Y. Replies will be forwarded. 





SITUATIONS WANTED 





ELECTRONIC SYSTEMS 


Presently engaged in electronic computer 
(IBM, Type 702; UNIVAC) application to 
large-scale clerical operations. Experience in 
punched card equipment and in other forms 
of office mechanization. Knowledge of statisti- 
cal methodology. Desire position as project 
leader in applying electronic computers, statis- 
tics and other phases of Operations Research 
to office paperwork. Box 2125. 


EXECUTIVE ACCOUNTANT 


CPA, member Controllers Institute, AIA, 
married, age 31, desires position as controller, 
treasurer, or assistant with progressive or 
ganization in south or midwest. Experienced 
in auditing, costs, taxes, budgets, systems, and 
administration. Present salary $9,000.00. Box 
2126. 


ASSISTANT TO MANAGEMENT 
CALIFORNIA—CPA 


member AIA, 39, four years and presently as- 
sistant controller multiple unit marketing or- 
ganization; five years national CPA firm (sen- 
ior). Box 2127. 





NOTE: Tue ContTROLLER reserves the 
cept, reject or censor classified -opu and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bough! or sold. 


right to ar- 
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. Raymond D. Balcom (#5829-1953), for- 
merly assistant secretary, Florence Stove Com- 
pany, Gardner, Mass., is now assistant to the 
vice president of Revere Corporation of Amer- 
ica, Wallingford, Conn. 

Richard L. Brummage (#2513-1943) has joined 
the Parkersburg-Aetna Corporation, Parkersburg, 
Virginia, as controller. He was formerly con- 
troller, Dresser Industries, Inc., Dallas, Texas, 
from 1944-1953. . . . Donald E. Castle (#3144- 
1944), formerly controller, Northwestern Steel 
& Wire Company, Sterling, Ill., is now treas- 
urer, Kiekhaefer Aeromarine Motors, Inc., Kiek- 
haefer Corp., Fond du Lac, Wis. 


RETIREMENTS .. . 

Arthur S. Albright (#2633-1943) retired on 
June 30 as executive vice president of the De- 
troit Edison Company, Detroit, Mich. Mr. Al- 
bright was chairman of the Business Show 
Committee of the 1952 Annual Meeting of 
Controllers Institute and has been active in the 
affairs of the Detroit Control. 


HONORS TO... 

Abe Hackman, vice president and controller, 
R. H. Macy & Co., New York, who was elected 
president of the Metropolitan Controllers Asso- 
ciation. Other officers elected to serve for one 
year are: William S. Darrow, controller, John 
Wanamaker & Co., vice president; Herman Spar, 
controller, secretary and treasurer, Saks-Fifth 
Avenue, treasurer; and William E. Humphreys, 
controller and assistant secretary, Bonwit Teller, 
Inc., secretary. 

Gerard J. Dierker (#4726-1949), vice presi- 
dent and controller and a director of the Ja- 
maica Water Supply Company, Jamaica, N. Y., 
elected national secretary-treasurer of the Amer- 
ican Society of Appraisers at its anrual con- 
vention in Los Angeles on June 21. He joined 
the Jamaica Water Supply Company as con- 
troller in 1948, became a director in 1952, and 
a vice president last April. . . . Col. Ernest Les- 
Ite Osborne, a former member of Controllers 
Institute (#209-1933), elected to the National 
Council and named national secretary of the 
Society of Military Accountants and Statisti- 
cians, Washington, D. C. 

Charles J. Anderson, New Haven, Conn., re- 
cently elected national president of the Society 
of Savings and Loan Controllers; first vice 
president, Philip J. Mank, Miami, Fla.; second 
vice president, Cecil J. Bush, Denver, Colo.; and 
for district governors: Frank J. Malone, Pitts- 
burgh; Sylvester Blommer, Milwaukee; Thomas S. 
King, Houston; and Lyle Dickson, Salt Lake City. 

Charles H. Yardley (#1700-1940), second vice 
president and comptroller, the Penn Mutual 
Life Insurance Company, Philadelphia, who be- 
came an honorary member of the Alpha Delta 
Chapter of Beta Alpha Psi at the University of 
Pennsylvania, the only national professional ac- 
counting fraternity. 

The winners of the Lybrand Award medals, 
honoring the authors of the most outstanding 
contributions to the literature of industrial ac- 
counting during the past year, have been an- 
nounced by the National Association of Cost 
Accountants. 

The winner of the first place Gold Medal is 
D. Phillip Beaudry, Jr., associate professor of 
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Economics, Birmingham Southern College, 
Birmingham, Ala., for his outstanding paper 
entitled “Can You Afford That Asset?” ... . 
The runner-up Silver Medal was won by Ray 
E. Longenecker, controller, Glass & Closure Div., 
Armstrong Cork Co., Lancaster, Pa. His paper 
was entitled ““Reporting—for Profit’s Sake.” 





Obituary 





ARTHUR E. Davis, a retired vice president 
and treasurer of the Royal Typewriter Com- 
pany, Inc., New York, died on June 12, 1954 
in Kew Gardens (Queens, N. Y.) Hospital 
after a short illness. He was 71 years of age. 

Mr. Davis served with Royal for more than 
40 years having joined the company in 1910 
as cashier of the New York Metropolitan De- 
partment. In 1920 he was named comptroller 
and in 1933 assumed the office of treasurer and 
member of the Board of Directors. In 1946 he 
was made vice president and treasurer. He re- 
tired in December 1951. 

His activities in Controllers Institute, in 
which he held membership certificate #75-1932, 
date from the earliest days of the Institute. He 
served as the first president of the New York 
City Control, 1933-1935; as a member of the 
national Board of Directors, 1936-1939; as a 
vice president of the Institute, 1937-38; as a 
member of the Advisory Council, 1939-1943; 
and was a member of the national Budget and 
Finance Committee, the national Executive 
Committee, and the national Committee on 
Nomination of Officers, between 1936-1939. He 
became a retired member in 1951. 


(Word has just been received) 
MAXIMILIAN C. LENK (#634-1936), for- 
merly with International Business Machines 
Corporation, New York, died early in March 
1954. 


WiLuiAM H. Parks, 67, retired comptroller 
of the Royal Typewriter Company, Inc., New 
York, died on May 1, 1954. 

Mr. Parks joined his company in 1918 as 
assistant comptroller and retired on December 
31, 1951. He held membership certificate #234 
in Controllers Institute from 1933 to 1952 and 
served as general chairman of the Sth Annual 
Meeting of the Institute in 1936. 


James E. SHapE, former treasurer of the 
Pennsylvania Manufacturers’ Association, Phil- 
adelphia, Pa., died at the age of 63 in Lankenau 
Hospital on June 9, 1954. He had been ill for 
the past year and retired on February 23. 

Mr. Shade had been connected with the asso- 
ciation for 34 years, starting in the accounting 
department of the PMA Casualty Insurance 
Company in 1920. He was elected treasurer of 
the association and its insurance affiliates in 
1940. Before joining the PMA he was cashier 
of the State Workmen’s Insurance Fund at 
Harrisburg, Pa., from 1915-1919. 

He held membership certificate #2903-1944 
in Controllers Institute. 
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BETTER BUSINESS METHODS 


For Greater Profits 
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Business Lauds 


Unique ‘‘push-button” method creates 


punched cards faster 


Here’s a cost-cutting way to boost 
output and accuracy in creating 
punched cards. Ideal for such 
punched-card accounting proce- 
dures as billing, accounts payable, 
inventory control, sales statistics, 
order writing...and many others. 
It combines the functions of two 
high-speed machines: Card-o- 
Matic and Convé-Filer. 
Card-o-Matic (for card punch- 


ing) is faster, more reliable 
because it automatically senses 
master card data and reproduces 
it into new cards while variable 
data is key-entered. Convé-Filer 
(for card finding) speeds the 
operation, saves labor because it 
brings the correct master card 
tray to the operator at the touch 
of a button. 

The use of master cards re- 
duces errors, eliminates up to 
90% and more of manual key- 
punching during an operation. 
Even semi-variable data such as 
discounted prices — or quantity 
extensions — can be selected and 
reproduced from master cards by 
depressing a single key. 

The story of Card-o-Matic 
should be of interest to many de- 
partment heads. It’s available 
with procedural details and 
typical applications in booklet 
TM910. 





135% Increase In Business Volume... 
65% Increase In Number of Products 
... WITHOUT ADDING ANY INVENTORY CLERKS! 


Will Ross, Inc. of Milwaukee, 
Wis., not only accomplished this, 
but in addition, solved two other 
serious inventory control prob- 
lems. Postings which were always 
far behind are now always up to 
date, and the personnel problem 
due to labor turnover caused by 
the fatiguing physical work is 
eliminated. The secret? Three 
Robot-Kardex units enable three 
clerks to do the job with ease. A 
touch of the finger to an index 
key and in 4 seconds (average) 
any one of over 4000 sets of visi- 
ble records comes to the clerk, 
positioned for rapid, convenient, 
desk-height posting and refer- 
ence. Robot-Kardex saves up to 
30% on posting time...up to 59% 


on space... physical fatigue... 
employee turnover. It’s just as ef- 
fective for other types of record- 
keeping systems — sales control, 
personnel administration rec- 
ords, cost accounting, etc. For the 
full story, circle CH947. 


New, Simplified 
Accounts Receivable Plan 


Read what a few company offi- 
cers, all accountants, say about 
the new Simplified Unit Invoice 
Accounting Plan (SUIAP): 
“...SUIAP has completely revo- 
lutionized the keeping of A/R 
records.” 

“.. Initial cost will be absorbed 
ina matter of two or three years.” 
“...We saved approximately 
$3,500.” 

“.. Handle charges and credits 
50% faster.” 


SUIAP installation at Brown & Haley, fe 
Tacoma, Wash. Read details in CR874._ | 


pened 





“...E'nd of month balancing takes 
75% less time.” 
“...Eliminates entirely the ne- 
cessity of monthly statements.” 
If your Accounts Receivable 
handling costs are unreasonably 
high, it may pay you to investi- 
gate this easy-to-install plan. It’s 
used in every type and size of 
business. Get actual case history 
— circle CR874. 


Remington Bland 
Room 1725, 315 Fourth Ave., New York 10. 


Kindly send the literature circled 


TM910 CH947 CR&74 
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Company 
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t....Profit-Building IDEAS For Business... 











4 ME 
DESIGN ... First in importance \ 
is selection of the proper plan or . 
plans for your Company. 
INVESTMENT... Once a plan 
has been established, nothing is 
more important than the proper 
investment of your funds. 





We have had many years of ex- 
perience in the design, adminis- 
\\ tration, and investment of all 
a wi types of employee benefit plans. 
_ aa«©2,;§, _¥ 
ds Write or telephone our PENSION TRUST DIVISION 
55 Wall Street, New York 


‘CITY BANK FARMERS TRUS ST COMPANY 


Chartered 182 
HEAD OFFICE: 22 WILLIAM STREET, NEW YORK 
{ffiliate of 


THE NATION AL CITY BANK OF NEW YORK 


Established 1812 





